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GUPPOSE you could condense all the 
factors affecting business and finan- 
cial conditions into a single index 
figure which by its rise and fall would 
show the exact situation from day to 
day and week to week. That would be 
a pretty convenient thing, wouldn’t it? 
But did it ever occur to you that the 
Steck Market itself is just such an in- 
dex? Every influence affecting any stock 
is at once reflected in the price—or if 
not precisely at once, then very soon. 
The opinions of the whole world of in- 
vestors and speculators are centered in 
the market, and this average of opinions 
is bound to reflect faithfully every fac- 
tor affecting the situation—for some- 
body knows every factor. 

The European war apparently fell on 
the world like a stroke of lightning from 
a clear sky; but—the stock markets, and 
still more the bond markets of the world 
had been dull and heavy for months be- 


fore the lightning struck. That was an 
extreme example. Doubtless nobody ab- 
solutely knew that war was coming. 
But nevertheless there was throughout 
the whole world a feeling of uneasiness 
and apprehension that prevented invest- 
ors from buying stocks and bonds. At 
any rate, explain it how you will, there 
is the fact—the market was inexplicably 
heavy and dull for several months be- 
fore the war began. 
A Perfect Index 


If the stock market is the most per- 
fect index we have of general financial 
conditions and of prospects for the early 
future, its fluctuations are certainly 
worthy of careful study; and the way to 
study it is to take an average of the 
prices of a large enough number of 
stocks fairly to represent the general 
market, over a series of years, and an- 
alyze it just as vou would analyze any 
other complicated problem. 
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With this article there appears a chart 
showing the movements of an average 
of 20 rails and an average of 12 indus- 
trials from 1902 down to date, and I am 
going to try to show you that some in- 
teresting conclusions can be drawn from 
that chart. 

One of the first points to strike you 
as you look over this chart is the great 
change in the general character of the 
market since 1909. Before that year 
the market had been swinging up and 
down over a wide range in a fairly reg- 
ular oscillation—a bear market for a 
year and a half, a bull market for two 
years, another bear market for about two 
years, a bull market for nearly two years. 
That brings us down to the fall of 1909. 

Since that time we have not had these 
wide continuous swings. Instead we 
have seen a series of irregular move- 
ments with a general downward tend- 
ency. In the average of industrials we 
are able to distinguish something that 
looks very much like a bull market cov- 
ering one year from the fall of 1911 to 
the’ fall of 1912; but the rails were less 
enthusiastic —they had scarcely more 
than a big rally at that time. 

Of course we must look for causes, 
for the chart means nothing except as it 
reflects causes. Why this great change 
in the market? And will it prove to be 
a permanent change? 

The change was due primarily to our 
position in the twenty-year cycle. From 
1896 to 1906 conditions were, in a gen- 
eral way, bullish. From 1906 to date 
they have been, in a general way, bear- 
ish. The first period was one of abun- 
dant capital, great financial undertak- 
ings, confidence and enthusiasm among 
business men and investors. As prices 
rose, speculation became more active, 
culminating in the wild markets of 1906, 
when everything was being overdone 
and business and speculative activity far 
outran the available supply of capital. 

Having touched the zenith, we had to 
return to the nadir. The crash came in 
1907, the recovery in 1909, and since 
then the gradual, prolonged, tiring-out 
process of getting back to rock-bottom. 
Again and again during that time people 
have thought that rock bottom had been 
struck, only to find that there was a sub- 





The building-up process took 
ten years and the tiring-out, wearing- 
down process takes about as long. 

This enables us to answer the question 
whether the change in the market will 


cellar. 


prove permanent. It will not. In due 
time we shall jave another building-up 
period, renewed speculative activity, big 
markets and wide fluctuations. Activity 
and depression will continue to succeed 
each other in the future just as they have 
in the past; for there is no new thing 
under the sun—if we except a few minor 
details like submarines, 42-centimeter 
guns, wireless telegraphy and so on. 


The High Spots 


Another thing about the chart that 
strikes us on a slight examination is that 
the high points of these lines are ap- 
proximately an equal distance apart. 
From the high of 1902 to the high of 
1906 was three years and four months; 
the time to the next high, in 1909, was 
about three years and six months ; thence 
to the high of 1912 was approximately 
three years and two months—the “minor 
cycle,” in other words. 

Now on this basis we are evidently 
entitled to another high point early in 
1916—probably in January or early in 
February, as that is the season of rein- 
vestment, but here we are in May, 1915, 
still sticking around the low point. What 
does this mean? 

It probably means, for one thing, that 
the first up-swing in the new twenty- 
year cycle—for that is what it will be— 
will not reach a very high plane of 
prices. It couldn’t be expected to. The 
building-up process must start slowly. 
The first upward wave will be a compar- 
atively small one. We can reason that 
out on general principles ; but in addition 
we have the special condition of the big- 
gest war the world has ever seen. That 
is bound to have a restraining effect— 
the recent excitement about war orders 
to the contrary notwithstanding. 

It means, for another thing, that the 
three-year period is not necessarily ex- 
actly uniform. It has been surprisingly 
regular for a long time, but it is entirely 
capable of irregularity. It might extend 
to four years, which would bring our 
next high point in the fall of 1916—and 
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doubtless the progress of the war will 
determine the length of the present 
“minor cycle.” 

A point to be noted, also, is that the 
bear market lasted two years, from the 
fall of 1912 to the fall of 1914. This is 
the longest bear market shown on the 
chart and may mean that the interval to 
the next high point .will be a little longer 
than usual, or it may mean that the time 
will be about the same but the bull mar- 
ket will be relatively short—and for that 
reason may be expected to culminate at 
a relatively lower level of prices than 
if it were more prolonged. 


Rails vs. Industrials 


We note another point about this chart 
—the rails are now considerably lower 
than they were in 1902, while the indus- 
trials are considerably higher. Looking 


for the causes of this, we remember that 
the great industrial combinations were 
the creations of the twenty-year cycle 
just closing. Twenty years ago they 
were almost unknown and the few that 
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did exist were not particularly success- 
ful—witness National Cordage. 
In 1902 none of the big industrial 


combinations had become “seasoned,” 
and therefore their stocks did not sell as 
high in proportion as the railway stocks 
—for the big railway systems were al- 
ready seasoned and well established. 
There were doubts then whether the in- 


‘dustrial “trusts” could hold together— 


whether their loss from the lack of in- 
dividual initiative would not be greater 
than their gain in efficiency as a result 
of size. 

Throughout the dozen years covered 
by the chart the industrials have been 
becoming more and more definitely es- 
tablished in their legitimate place as div- 
idend-earners. Their limitations have 
been discovered, their legal position has 
been determined, they have found their 
proper place in the business world. 

Also; since 1909 in particular the rail- 
ways have been subject to a flood of 
limiting legislation. The subject has 
been too.widely commented on to require 
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more than mention here. Rates have 
been fixed while expenses have in- 
creased. 

What we are especially interested in 
is the question—Will this tendency of 
the industrials to gain on the rails con- 
tinue during 1916? The chart, of course, 
tells us nothing about that, except to 
show us that in the first upward move- 
ment of the 1915-16 bull swing—for such 
I take it to be—the industrials made a 
much better gain than the rails. My own 
opinion is that the industrials will con- 
tinue to do relatively better than the 
rails throughout the whole swing; for 
not only are the same forces still in op- 
eration (only slightly modified by a more 
favorable attitude toward the rails by 
the Interstate Commerce Commission), 
but we now have the additional factor 
that the war abroad is helping the in- 


dustrial stocks more than the railways. 

I think, therefore, that while we 
should distribute our holdings among 
both rails and industrials as usual, we 
should give the industrials somewhat the 
better of the division, as having the bet- 
ter chance of profits in the early future. 

The Prospect 

It seems to me that when this chart 
is interpreted in terms of fundamental 
factors and controlling causes, it speaks 
a strongly bullish language. I believe 
we are near the beginning of a long con- 
structive period, likely to last ten years 
or so. The process of construction will 
be slow, doubtless, at the start, but none 
the less sure. And I think, also, that 
we are possibly one-third the way 
through the upward swing of the minor 
cycle, which would naturally be expected 
to culminate some time in 1916. 
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This chart indicates the growth of holdings of Public Utility Bonds by National Banks of the 
country for the years specified. Government reports show that the total of securities held by 
National Banks increased 292% from 1910 to 1914 and that holdings of Public Utility Bonds 


increased 43.3% in the same period. 
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RETHLEHEM STEEL WORKS, SO. BETHLEHEM, PA., ON LEHIGH VALLEY R. R. 


W ALL Street is quite familiar with this 
or that war order as a bull point 
on such stocks as Bethlehem Steel, 
Crucible Steel, Baldwin Locomotive and 
Westinghouse Electric, and other similar 
stocks. But it has not considered that 
these orders are also important as bull 
points on such stocks as Pennsylvania, 
Lehigh Valley, Baltimore and Ohio, Nor- 
folk and Western, Great Northern and 
St. Paul. It is quite natural to look first 
at the direct and obvious effects of these 
orders upon the affairs of the companies 
which received them, and it is not so 
natural to realize the importance of the 
indirect effect upon other companies. 
Nevertheless the fact is that some of 
these other companies, railroad com- 
panies, are going to reap big rewards this 
year from the business they obtain in one 
way or another from the war orders. Al- 
ready a vast variety of goods is moving 
to Europe which never would have 
moved but for this war, or at least never 
would have moved in such large volume. 
Among some of the individual articles 
which the railroads are transporting to 
the seaboard for shipment to Europe are 
granulated sugar, army blankets, woolen 
underwear, tent cloth, uniform cloth, cot- 
ton and woolen sweaters, uniforms, army 





trousers, horseshoes, barbed wire, steel 
bayonets and sabres, sabre scabbards, 
steel projectiles, artillery chains and 
harnesses, gun-making machinery, army 
shoes, saddle rings, army saddles, auto- 
mobile trucks, truck tires, transport 
wagons, rifle cartridges, shrapnel and 
shells, army rifles, torpedoes, big guns, 
horses, cans for foodstuffs, mess tins, 
aluminum canteens, rubber sheeting, coal, 
sheet metal tent stoves, stretchers, canned 
corn beef, oilcake, poles and tents and 
foodstuffs. 

All of these articles are carried by the 
railroads at least once, and many of them 
involve two to four times their own ton- 
nage. That is, not only are the finished 
products carried once or twice, but the 
raw materials are also carried once or 
twice, and in some cases for the purpose 
of manufacturing the product, factory ad- 
ditions are made which involve very large 
tonnages of building material. However, 
the mere weight of the war materials and 
supplies themselves directly puts into the 
pockets of the railroads a very substantial 
sum. It is already possible to learn the 
approximate quantity of some of the chief 
items. 

Between July 1, 1914 and May 15, this 
year, we exported 276,000,000 bushels of 
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wheat against a —— average for the 
same period of but little more than 
100,000,000 bushels. Considering not 
only the increase in exports of wheat and 
wheat and flaur, but also the increase 
which because of the large crop would 
have taken place had there been no war, 
it is evident that the war itself is causing 
us to export 160,000,000 bushels yearly, 
which would not otherwise have been sent 
abroad. 

Likewise, the war exports of corn may 
be figured at 12,500,000 bushels yearly, 
barley 21,000,000 bushels and oats 60,- 
000,000 bushels. We are also sending 
abroad 48,000,000 pounds of oatmeal per 
annum which would not go in times of 
peace. Our war exports of automobile 
trucks promise to total about $60,000,000 
annually, and the freight rates on these 
trucks are very high. The war munitions 
all command high freight rates, and so do 
the drygoods, shoes, machinery, horses 
and canned foods. About the only war 
exports which do not command high 
freight rates are grain and flour. The 
railroads, then, are going to derive a 
revenue from the war tonnage much in 
excess of that indicated by the mere 
weight of this traffic. 

Just how much this revenue will be it 
is utterly impossible to determine because 
even the amount of the orders cannot yet 
be learned. However, it is instructive, 
chiefly by way of illustration rather than 
actual calculation, to observe what this 
tonnage and revenue would be upon cer- 
tain reasonable hypothesis. For example, 
the large individual orders already placed 
for arms and ammunition indicate that 
for at least six months our exports of 
arms and ammunition, after our manu- 
facturers get well started in turning the 
goods out, ought to average $100,000,000 
per month. If for the remaining six 
months of the year, including the winter, 
they are placed at $30,000,000 per month, 
this brings the estimated total for a year 
up to $780,000,000. Some authorities 
are of the opinion that this is too low an 
estimate, and declare that $1,000,000,000 
would be nearer right. 

Now, as to the railroad tonnage in- 
volved in the exportation of $780,000,000 
| of arms and ammunition, we can get some 





rough idea even in the absence of depend- 
able statistics. Judging from the state- 
ments that have come out as to the 
amounts of steel required to fill orders 
for shrapnel, shell, rifles, guns and the 
like, it is perhaps a fair guess that as an 
average it may require about one ton of 
steel per $1,000 worth of arms and am- 
munition exported. Any such proportion 
is necessarily inaccurate because, of 
course, the ratio between the value and 
the weight of steel shows an immense 
variation. Shrapnel steel costs about $45 
per ton, but does not represent a very 
high proportion of the total cost of the 
shrapnel, and in some kinds of ammuni- 
tion the steel represents a very insignif- 
icant percentage of the total cost, whereas 
in guns it represents a very considerable 
percentage. 

Still, for the sake of a concrete illus- 
tration, we may compute that upon the 
basis of one ton of steel per $1,000 worth 
of arms and ammunition, and of a yearly 
total of $780,000,000 of the latter, it 
would require 780,000 tons of steel to fill 
the orders. Now, this does not mean 
that the railroads would derive therefrom 
only an equivalent number of tons of ad- 
ditional traffic. On the contrary, they 
would handle a considerable part of the 
coke used for making the steel, and prac- 
tically all of the coal used for making the 
coke, and of the iron ore used for making 
the iron. 

For getting the iron out of the ore, and 
converting the iron into steel, it takes 
about 1.2 tons of coke; and to obtain a 
ton of coke it requires about 1.5 tons of 
coal. Furthermore, it takes about 2 tons 
of iron ore to make a ton of steél. Thus 
it requires for a ton of steel about 1.8 
tons of coal which the railroads will 
handle, and about two tons of iron ore, 
to say nothing of other materials com- 
ponent or incidental which must be trans- 
ported in the process. Nor does the rail- 
road revenue end here; for generally 
speaking, it is not the steel makers who 
produce the ammunition. They merely 
produce the steel and ship it to the makers 
of the war munitions; and the latter also 
use great aggregate quantities of coal and 
coke which they would not otherwise use. 
This, too, goes over the railroads. 
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Stocks Affected By War Orders 


The majority of the direct war orders are being filled in the territory threaded 
by the Trunk Line Railroads. That territory is roughly bounded by a line running 
northwest from Baltimore to Chicago, by a line running east from Chicago along the 
lower border of Lake Erie and right on east through New York State to the Hudson 
River, thence south along the Atlantic Seabord to Baltimore. 

A number of the principal companies having big orders are: 

Westinghouse Elec. & Mfg. Co. 

American Locomotive Co. 

Lackawanna Steel 

Bethlehem Steel 

New York Air Brake 

Studebaker Corporation 

Pressed Steel Car Co. 

American Can Co. 

Baldwin Locomotive 

Chicago Pneumatic Tool Co. 

U. S. Cartridge 

Crucible Steel 

American Woolen 

Du Pont Powder Co. 

In that section of the country in which most of these companies are located are 
the great Eastern lines of railroads, the principal ones of which are: 

Pennsylvania Railroad 

Philadelphia & Reading 

Baltimore & Ohio 

Delaware, Lackawanna & Western 

Erie 

New York Central & Lake Shore 

Central Railroad of New Jersey 

Lehigh Valley 

Delaware & Hudson 

New York, Ontario & Western. 

The direct business, such as the manufacture of powder, shells and guns, can be 
largely traced to companies within that territory, but the indirect business, such as 
grain carrying, carries out of that section of the counry and involves such roads as the 


Atchison 

Union Pacific 

St. Paul 

Burlington 

Rock Island 

Great Northern 
Northern Pacific 
Southern Pacific 

St. Louis Southwestern 
Missouri, Kansas & Texas 
Kansas City Southern. 

















_ In order to get an idea how much coal 
it requires to produce even a small 
quantity of finished steel, let us look for 
a moment at a few available figures for 
the United Kingdom for 1903. In that 
year the United Kingdom produced half 
from its own and half from foreign ores 
8,935,000 tons of pig iron. Its steel out- 
put was 5,134,000 tons; and in these iron 
and steel industries alone its coal con- 
sumption was about 28,000,000 tons. 
Nor does this include the coal used in 
the various processes of manufacturing 
steel into tools, hardware, machinery and 


the like. In these general manufacturing 
industries, including other lines of manu- 
facturing, there was additionally con- 
sumed about 53,000,000 tons of coal. In 
brief, it is a safe estimate to say that for 
every ton of steel used in turning out 
arms and ammunition, we will consume at 
least 5% tons of coal which would not 
otherwise be consumed. 

From these considerations one may 
roughly estimate the railroad tonnage to 
be derived by roads directly and indi- 
rectly from this 780,000 tons of steel as 
follows: 

















Tons. 
Aggregate tonnage of coal 
shipped or reshipped ...... 4,000,000 
Aggregate tonnage of coke 
0 Ee 500,000 
Total amount of iron ore 
SD idwinavdbss cuheres 1,500,000 
Total shipments or reship- 
ments of steel............ 800,000 
Miscellaneous tonnage used 
in the processes........... 750,000 
Shipments of arms and am- 
DK: | Sei ddebines 4 eee 1,000,000 
0 Re ee 8,550,000 


No pretence of accuracy is here made, 
since the problem is so intricate that the 
manufacturers, the railroads and the In- 
terstate Commerce Commission com- 
bined could not calculate the literally cor- 
rect answer. However, it may be 
roughly stated that the railroads will de- 
rive from these war orders a total freight 
traffic equivalent to about 10 tons for 
each ton of steel used in turning out the 
orders. 

All this relates to arms and ammuni- 
tion alone, and nothing has been said of 
the big tonnage of grain, flour, food- 
stuffs, horses, automobile trucks, ma- 
chinery. and equipment. This grain 
traffic has to be carried half way across 
the country, and is bound to be a very 
important item in swelling the earnings 
of the railroads. The typical ton of 
freight in the United States is carried 
only about 140 miles, but much of this 
grain and flour will be carried between 
1,000 and 2,000 miles,*and the railroad 
receipts will be increased somewhat in 
proportion to the greater length of the 
haul. 

As to the freight rates to be received 
on this war traffic, the rate on grain and 
flour averages about 0.65 cents per ton 
per mile, but the haul is so long that the 
“traffic is very remunerative at this rate. 
The iron ore commands only about 0.55 
cents per ton per mile; but the foodstuffs 
other than grain and flour bring about 
0.85 cents. Animals and animal prod- 
ucts, including horses, command high 
rates varying from 1.10 cents to 1.50. 
The soft coal trade brings a revenue of 
0.50 cents per ton per mile, and the 
finished manufactured goods such as dry- 
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goods, shoes and general equipment, 
brings an average revenue of about 1.00 
cents per ton per mile. On the arms and 
ammunition the rates are high, and will 
probably average 1.25 cents. 

Thus the direct revenue which the 
railroads will obtain through the manu- 
facture and shipment of war supplies and 
munitions will be very large, but still 
larger will be the indirect revenue. Ex- 
perience has demonstrated that the pros- 
perity of any railroad rises and falls in 
proportion to the prosperity of the people 
it serves. In some recent years, for in- 
stance, the prosperity of the South has 
been greatly enhanced by extra high 
prices for cotton; and correspondingly 
the railroads in the big cotton states en- 
joyed proportionate increases in gross 
and net revenues, even though because 
of the smallness of the cotton crop they 
did not transport a single additional 
pound of cotton. Their increase in 
revenue was derived from the larger per 
capita consumption of general goods 
and commodities on the part of the pros- 
perous people they served. 

Now, in the case of the roads handling 
wheat, flour and provisions this indirect 
traffic originating in the prosperity of the 
people resulting from high war prices is 
actually more important than the direct 
traffic. Cash wheat is now selling around 
$1.65 a bushel against $1.05 a year ago, 
and rye around $1.28 against 71 cents a 
year ago. This means great additional 
prosperity to the entire populations of the 
wheat growing states. It will probably 
add more than $50 per capita to the per- 
sonal incomes of the people of North 
Dakota ; $25 each to those of the people 
of Kansas and Nebraska; and $7 to $20 
per capita to the incomes of the people 
of the majority of the other big wheat 
states. These states include Ohio, In- 
diana, Illinois, Minnesota, Iowa, Mis- 
souri, South Dakota, and Washington in 
addition to those already mentioned. 

Coming now to the question of the 
total railroad revenue, direct and in- 
direct, to be derived in every way from 
supplying Europe with arms, ammuni- 
tion and all other materials, it is worth 
while to form even the roughtest es- 
timate. The figures already given con- 
sidered in conjunction with the actual 
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values of war supplies and munitions ex- 
ported up to date, indicate that total ex- 
ports on these accounts will soon run 
close to $175,000,000 per month. Al- 
ready they are about $150,000,000 per 
month, and will probably average this 
for the entire year. This means aggre- 
gate exports of about $1,800,000,000 of 
war supplies and munitions, not count- 
ing any goods which would have gone 
abroad if the war had not occurred. 

In the past gross railroad earnings 
have averaged something like 11% per 
cent. of the aggregate personal incomes 
of the people of the United States; and 
upon this basis one can form some notion 
as to how much these huge exports of 
war supplies will add to gross railroad 
earnings. As to personal incomes it takes 
about 45 per cent. of the total value of 
finished goods to pay the total cost of the 
wages and salaries required to produce 
the goods. This means that $1,800,- 
000,000 of war exports should pay the 
people of the United States about 
$810,000,000 of wages and salaries. They 
should also pay at least 10 per cent. or 
$180,000,000 of net profits to the pro- 
prietors and stockholders of the industries 
which furnish the supplies. Thus the 
total personal revenue to be derived from 
this war trade may be placed at 
$990,000,000. 

Taking 11% per cent. of this, one may 
estimate the gross railroad revenue 
therefrom at approximately $113,850,000. 
Furthermore, railroad net earnings 
average about 32 per cent. of gross, and 
upon this basis the railroads, according to 
this hypothesis, should derive more than 
$36,400,000 of net earnings from the 
traffic in war supplies and materials, and 
from the indirect freight and passenger 





traffic which is absolutely created by the 
prosperity due to the higher prices of 
wheat and flour and to the war orders. 
Nor should it be overlooked that all of 
this additional gross and net revenue will 
go to the roads of the North, East and 
West, rather than those of the South. 
Except in some small ways the South 
derives no benefit from the war business, 
and indeed, it may be stated as a fact that 
in the net it derives no benefit at all. 

With these points in mind, it is easy to 
see which roads are going to be helped 
the most by the war business. All the 
soft coalers will be helped somewhat by 
the additional traffic in coal and coke, but 
this benefit will not be very large because 
the few million additional tons carried on 
account of the war will hardly represent 
an increase of more than 1 per cent in the 
total coal and coke traffic. All the roads 
which operate throughout the manufac- 
turing districts of New York, New Jer- 
sey, Pennsylvania and New England will 
derive a benefit from the handling of the 
war munitions themselves, and of the ma- 
terials from which they are made. The 
iron ore roads connecting the Great 
Lakes with the Mesabi Range, and the 
Pittsburg district with the Great Lakes 
will obtain some benefit from the war ton- 
nage of iron ore. Of course it is not in- 
tended to state that these benefits are 
net. But probably the greatest gain of 
all will be made by the roads handling 
the big traffic in wheat and flour; for 
these obtain not only a substantial in- 
crease in tonnage, but also the benefits of 
a large increase in the prosperity of the 
big wheat states. 

War orders certainly have many val- 
uable lessons for the investor in railroad 
securities. 
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Is War with Germany 
a Real Possibility ? 


S this is written the German reply 
to our note has not yet been re- 
ceived and the general feeling is 

that war between the United States and 
Germany is unthinkable. Yet here and 
there the suggestion is voiced that we 
may be lulling ourselves into a fancied 
security. The President has made cer- 
tain definite demands on Germany and 
one of those demands—the cessation of 
submarine warfare against all vessels 
carrying American citizens—would cer- 
tainly be difficult for Germany to grant. 

The entrance of Italy into the war 
cuts off the last remaining route for our 
goods into Germany, hence Germany has 
now no practical reason for wishing to 
retain our friendship. 

Probably some arrangement will be 
arrived at; but for the present our se- 
curity markets “lie in the hands of the 
German emperor,” as some one has ex- 
pressed it. The Tribune presents the 
serious side of the case: 

We are then thrown back upon the ultimate 
and decisive question: Will Germany continue 
to kill Americans on the high seas?. If she 
does, then it is impossible to see any escape 
from war. 

The main circumstance to be recalled at the 
present time is that what we call murder the 
Germans justify as necessity. They assert 
that the ammunition now flowing into Great 
Britain and France from the United States 
will decide the war. 

If we go to war we shall be dragged into 
it against our will and against our wish. But 
let us not blind ourselves to the plain fact that 
there is real, great danger that we shall be 
dragged in. 





Odd Lot Review: The problems now fac- 
ing this country are, first, possibility of fric- 
tion in its relations with Germany, owing to 
loss of American lives; and secondly, the pos- 
sibility of a decrease in our exports to the 
allied nations through the terrorizing of their 
merchant marine. 

The first contingency seems remote; the 
second hardly probable. Our industrial cor- 
porations are still continuing their productive 
activity, and, as long as the sailor continues 
the same adventurous spirit that he has been 
for centuries, men will he found to risk all the 





perils of war and of the sea in manning the 
ships that carry our goods. 


* * * 


Our War Resources 
Would Be Tremendous 


(CHARLES F. SPEARE, in a recent 

article, reviews our resources, show- 
ing the tremendous strength of our fi- 
nancial position. Our national wealth 
compared with countries now involved in 
the war he estimates as follows: 


EO ne re $150,000,000,000 
RE SAle old dic nn 00a ctu 80,000,000,000 
Ran SROMINEEE 5 ss kas Cade 85,000,000,000 
NN Gee aia, Cem 50,000,000,000 
NONE TS Fe ee ae 40,000,000,000 
Austria-Hungary ............. 25,000,000,000 
BT wavd@eatecoltcalsieecedes 20,000,000,000 


Now as to what we have done with these 
resources in the past nine and a half months. 

Briefly we have liquidated a debt to Europe 
variously estimated in’ August as from $250,- 
000,000 to $400,000,000; probably the latter 
figure is the more accurate. We have bought 
back from Germany, England and Holland, as 
well as from Switzerland, France and Austria, 
securities amounting to: Bonds, $175,000,000; 
stocks, $125,000,000 to $150,000,000. Our loans 
have _~o- funds of $225,000,00 to France, 
Russia, rmany, Switzerland, Sweden, Ar- 
gentina, Canada, Bolivia and Greece. 

While paying up, buying back from and mak- 
ing advances to, foreign nations, our reserves 
of cash and commodities have been drawn on 
for approximately $1,000,000,000. Still the lat- 
est record of savings bank deposits and the 
time deposits of national banks and trust com- 
panies shows a steady increase. 

In the confident opinions expressed here in 
the last two months concerning the outlook 
for securities the matter of acute unfriendly 
relations with Germany was not given con- 
sideration. A _ different situation has now 
arisen. Its serious phases are the immediate 
phases, not the ultimate consequences, either 
politically or economically. If there is to be 
war the Stock Exchange will have to go on a 
war basis. It is easy to get into war, but hard 
to get out of it. The same is sometimes true 
of stocks. No light regard should be taken 
by anyone holding securities of the possi- 
bilities. These should be provided for in maxi- 
mum degree. This is the only safe way. 

That there are hopeful and even encourag- 
ing aspects is also true. The first shock would 
be the worst. After it was weathered it is not 
at all unlikely that a surprising degree of 
buoyancy would be experienced. 











ti Oe el 








owe® 
































Lusitania Disaster 
Checks Business Revival 


WHILE the situation has not created 

any acute alarm among our people, 
it has, nevertheless, operated to check 
business expansion. It is hard for the 
business man to maintain a confident 
frame of mind in the midst of so many 
new and threatening problems. Says the 
Chicago Economist: 


The Lusitania tragedy has had a pronounced 
effect on business in the United States. Pend- 
ing negotiations have been dropped, enter- 
prises well advanced have been held in abey- 
ance, sécurities which had been purchased by 
dealers are unsalable to their customers, and 
money tends more and more to accumulate in 
the banks because of the little demand by the 
business community. Huge this misfortune is 
to the world as a war event, but also hurtful 
to economic interests everywhere. But it is a 
comfort that alarm in this country has not 
been general or acute. If it had been, the 
emotion would have registered itself in higher 
rates for money. Everybody is simply await- 
ing the possibilities of the near future. 

The action of the stock market must be set 
down as once again evidence of the funda- 
mental strength in American affairs. In the 
face of such a catastrophe as that of Friday 
week a plunge in prices. was inevitable. 

But buying power soon asserted itself. That 
variations in price will be marked for some 
time to come is inevitable. Prices have had 
to bear liberal sales of American stocks by 
Europeans. Not only is this the testimony of 
persons engaged in the trade but the rates of 
foreign exchange indicate it. We no longer 
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THOSE SUBMARINES CERTAINLY DO ROCK 
THE BOAT. 
—Chicago Tribune. 
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hear of large importations of gold, though 
the balance of trade in our favor is still big. 
The foreigners are paying their indebtedness 
on this side partly with our securities. 

* * * 


Effects of European 
War Are Varied 


[N the meantime, assuming that war 

with Germany is highly improbable, 
the effects on our business of the steady 
expansion of the European Armageddon 
are varied and irregular. Many com- 
panies are benefiting from war orders 
and it would seem that such orders must 
increase with the growth of the conflict. 
Yet it would be easy to exaggerate the 
profits derived from such orders. The 
head of a company that has secured one 
of the biggest of these contracts says: 


The estimates as to the profits the various 
companies receiving war orders will make are 
perhaps exaggerations of the actual facts. We 
do not know what our profits will be, and will 
not know until after the material is delivered. 

We are going to a great expense in equip- 
ping our plants for that class of business. The 
margin of profit will be an ordinary one. The 
greatest benefits derived will be the preserva- 
tion of our labor organizations, which were 
threatened with disruption owing to idle capa- 
city. 


Edmund D. Fisher, Deputy Comp- 
troller of the City of New York, said in 
a recent address at Cleveland : 


Now the European war has launched the 
United States into a new era where the eco- 
nomic forces assume a different aspect, but 
where money principles are the same. Effi- 
ciency in production has of course rapidly 
diminished in the belligerent countries and 
wealth has been destroyed. Activity on the 
part of America cannot restore the price 
equilibrium during the period of destruction 
and waste. Currency and credit have been 
manufactured abroad in great volume. Liqui- 
dation is under temporary control. All these 
forces work for temporary price inflation. 

There has been much speculation as to the 
probable effects of this war upon conditions 
on this side of the water. Some say bad times 
will follow—some say good. All economic 
periods are characterized by both. In the 
present instance, of course, active and profit- 
able business will coincide with world de- 
mands, both during and immediately after the 
war. Then what? That is the real problem. 
It depends much upon ourselves. 

We must have an effective financial and in- 
dustrial organization to meet the problems 
ahead of us. 


The London Statist thus summarizes 
the effect of the war on America: 
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No nation in the world has gained greater 
advantages from the absence of great wars 
than the American nation, which, in conse- 
quence of the ability of the European coun- 
tries to provide it with capital for railway 
construction and for other purposes, has 
grown in wealth and in population with such 
wonderful rapidity from generation to gen- 
eration—indeed, from decade to decade. 

Although the war cannot fail to check the 
normal rate of expansion of wealth, produc- 
tion and population in the United States in 
common with other countries, it has revealed 
the solid economic condition of the country, 
and has completely disproved the notion which 
had wide currency in Europe that the eco- 
nomic strength of the United States was en- 
tirely due to the constant influx of capital from 


abroad. 
ro * * 


“No One Can Keep This 
Country Back.”— Hill 


OMMENTS from our great business 
leaders are generally hopeful, al- 
though the difficulties of the situation are 
not forgotten. The following expres- 
sions of opinion are of interest: 


James J. Hill: The agricultural crops 
have a yearly value of $10,000,000,000, or 
more than the gold mines of the world pro- 
duce in 25 years. With a backing like that 
no one or no one thing, unless it be the 
cheap demagogue politicians, can keep this 
country back. There is going to be enough 
gtain to go around this year. A big acreage 
of wheat will be planted in this country. 
It may be estimated that the acreage 
planted in Germany, Austria and France 
will be between 40% and 45% under the 
average. 

President Farrell of the Steel Corpora- 
tion: Apparently the tide has turned and 
each day records a marked improvement 
in the general situation. We are the only 
nation at present in position to asstme the 
role of the world’s banker. We have al- 
ready supplied upward of $100,000,000 to 
other countries, and our bankers have ap- 
plications, I understand, for several times 
that sum. “Dollar exchange” is a nearer 
reality today than ever, Outlook ior raising 
New York to first place among the financial 
centers of the world is declared by able 
bankers to be now substantially more tangi- 
ble than a dream. 

James B. Forgan: Money will continue 
as a drug on the market for the next two 
months, I look for a good substantial busi- 
ness this Fall following the Summer 
months, which are naturally dull for the 
banking business. The farming interests 
are in a firm position again this year, with 
ood crops and high prices ahead of them. 

he agricultural implement firms have al- 
ready felt the farmers’ prosperity, and [I 
have been told that business is already well 


above normal with them as a result of re- 
cent buying. The basic business of the 
country is good, and the other will follow 
as a matter of course. 

H. S. Black, Chairman U. S. Realty and 
Improvement Company: Conditions in the 
building trade at the moment are poor, but 
we are hopeful that a revival will set in in 
the near future. Building in the East shows 
very little activity, but there is more doing 
in the Middle West. Investors are cau- 
tious and not inclined to make large com- 
mitments into the future, Except those 
concerns that are benefiting through war 
orders, general business is not brisk, but 
we look for a satisfactory outcome. 

4 . Hannaford, President Northern 
Pacific Railway: Our traffic is just about 
steady, and not up to a year ago. I thought 
ten days ago that I saw an upward trend, 
5ut I am not so sure now. Traffic is rather 
featureless, but our territory is well off, 
and we expect another big crop. Our crop 
season is ahead of the average to date, and 
our grain acreage will be 15 per cent. above 
last year. There is plenty of moisture 
everywhere, and I never before saw crop 
conditions so good at this period. 

President Ripley, of the Atchison: Earn- 
ings hold about steady and operating ratio 
is about the same as a year ago, but may 
work somewhat higher as maintenance work 
will be pushed earlier than last year. 
Atchison isn’t buying anything of conse- 
quence and won’t this year. The wheat 
crop is magnificent. There is a fly in our 
ointment as usual but I think it is small. 
A week ago wheat looked as good as a year 
ago, but does not look quite so good now. 
Damage is somewhat serious in some lo- 








—N. Y. World. 
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calities. We think chances favor as large 
a crop as last year, but wheat is not made 
and faces many enemies during the next 
fortnight. 

First National Bank of Boston: With a 
better feeling regarding business and with 
actual improvement recorded in selected 
lines, the net advance is, however, almost 
negligible—the failure of railroad gross 
earnings to materially increase is evidence 
of this fact. Railroad net earnings are dis- 
tinctly improving, partly due to increased 
rates, but chiefly to economical operation 
with marked lowering of expenses. In New 
England this is conspicuously so. Car 
loadings on the New Haven Road, which 
should reflect increased business activity, 
were disappointing in April although some 
hetterment in this respect is now noticea- 
ble. 

In general, the mills and shops of New 
England are somewhat busier, greater ac- 
tivity in certain textiles and in war-supply- 
producing plants being nearly offset by pro- 
nounced depression in other lines—notably 
shoe manufacturing. Relaxation of rigid 
cconomy has not yet progressed far enough 
to stimulate retail trade to anything like 
normal proportions. With easy money con- 
ditions, good crop prospects, the feeling in 
this section is that New England business, 
barring foreign complications, will continuc 
to mend gradually. 


* Bis 
“Getting Nothing 
Now But Money” 


ITHOUT question a great number of 

investors are waiting to “buy on a 

break” —if the break comes. One broker 
said recently : 


We are getting nothing but money in 
here. At least twenty people have walked 
in this office today and opened new ac- 
counts, and the funny thing is we have not 
executed a single order for them. Their 
idea is that if a break comes they are going 
to be ready to jump in. 

_The Lusitania incident has resulted in 
diverting some money from stocks to 
bonds. A well known bond man explains 
in this way: 

While it is true that the tremendous up- 
set which has followed the Lusitania’s sink- 
ing has slowed down a certain class of in- 
vestment buying of securities, it has helped 
in another direction, There were undoubt- 
edly a good many people with money who 
had watched the stock market get away 
from them. They had intended way back 
last fall to buy cheap securities to tuck 
away, figuring that when the turn came it 
would mean a big swing toward higher 
values. They waited too long. The pa- 
tience of hundreds of such buyers was just 
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about at the breaking point. They had 
stood the pressure about as long as they 
could and were about prepared to jump in 
regardless. Now the break has come and 
these same people are congratulating them- 
selves upon their shrewdness in keeping out 
of the market. They have their money and 
are glad to put it into standard investment 
bonds where fluctuations are oly normal 
and where safety is the first essential 

* * * 


Investment Houses 
Are Not Discouraged 


EARLY all the prominent brokerage 
houses were “bulls at the top” of the 
recent rise—a situation by no means un- 
usual; but few of them seem likely to be 
“bears at the bottom,” in spite of the new 
element injected into the market by the 
sinking of the Lusitania. A few repre- 
sentative opinions : 

Thompson, Shonnard & Co.: Surprising 
as it may seem to many people, the sharp 
break in the market carried prices of many 
stocks down to a level not far removed from 
the lowest prices established on July 31, 1914, 
the day that operations were suspended on ac- 
count of the war: 

Low. Low. 


July 30, Recent May 10, 
1914. High. 1915. 

Baltimore & Ohio.... 72 79% 69% 
Chesapeake & Ohio... 41% 49¥% 41 


Chi., Mil. & St. Paul.. 85 98% 8514 
Pennsylvania ........ 105% 111% 105% 
OEE. vcscdnnde0as 137 157% 138% 
Seaboard, pfd. ....... 45% 42 34 

Southern Railway ... 16 193% 15%4 
Southern Pacific ..... 34% 95 84, 
American Sugar ..... 100 114% 100 


American Tel. & Tel..114 123% 116 
United States Steel.. 50% 00% 48% 


Renskorf, Lyon & Co.: From an eco- 
nomic standpoint, and applying the cold 
test of analysis to our industrial and finan- 
cial conditions, the position of the United 
States is unassailable. 

We are the reluctant beneficiaries of Eu- 
rope’s mighty tragedy. 

Our railroads, our industrial corporations, 
our municipal and national improvements, 
in fact our marvelous progress for decade 
after decade has been made possible by 
capital borrowed from Europe, For a long 
period of years Europe has been pouring 
in money either through direct loans or the 
purchase of our securities at the rate of 
probably one hundred million dollars per 
year. 

The dire exigencies of the present war 
have sent us European capital in amounts 
ten-fold, and perhaps twenty-fold, the nor- 
mal annual loans, 

This billion and perhaps two billions per 
year is not borrowed. It is sent to us in 
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“DOUBLE, DOUBLE, TOIL AND TROUBLE!” 


exchange tor steel products, munitions of 
war, copper, machinery, foodstuffs and raw 
materials. 

Europe is paying us in gold, in securities 
bought at high prices and returned to us 
at low prices. 

The profits to the American manufac- 
turer, steel-master and farmer cannot be 
measured in the volume of exports and 
trade monetary values. 

The farmer who ordinarily sold one 
thousand bushels of wheat at a profit of 
fifteen cents per bushel, is selling even a 
larger crop at a profit four and even five 
times as great as he would obtain normally. 

The actual profits to American industry 
and agriculture will run up to an annual 
aggregate several times as large as our 
yearly borrowings from Europe. 

The influx of this vast amount of capital 
is bound to find an immediate response in 
the revival of business and industry 
throughout this country. 

In its initial stages the farmer and the 
manufacturer will profit most largely. The 
increased business is certain to be reflected 
in railroad earnings on account of the tre- 
mendous stimulus to industry. 

Hayden, Stone & Co.: The country does 
at last seem to be keginning to feel some 
quickening of its industries from the great 
influx of foreign business. 

These considerations, at the moment, 
have little weight. The chances are that 
within a couple of weeks they will have a 
good deal of weight, all the more, indeed, 
because of the setback in the stock market 





—Saturday Evening Post. 


of the last few days. It should also be 
borne in mind that the producers of the 
basic metals, particularly copper and zinc, 
are going to make a good deal of money, 
war or no war. 

One must be, of course, prepared for 
sharp breaks, particularly as it is a situa: 
tion where the bear faction will be greatly 
emboldened, but we have a feeling that the 
fundamentals are so strong, the wave oi 
prosperity is mounting so high, that the 
weight of argument is all on the construc- 
tive side, barring an actual conflict with 
Germany, As to the probability of this, 
each man must decide for himsell, 

* * * 


London Cannot Buy 
Back Our Stocks 


SIDNEY S. LAMERT, editor of the 

London Money Market Review and 
Investors’ Chronicle, recently called at- 
tention to a point which has not been 
emphasized on this side—namely, that 
owing to the British prohibition of the 
exportation of capital, American stocks 
sold to this market by London cannot be 
bought back: 


The restrictions placed on dealings in 
securities which could not be proven tu 
have been in the physical custody of the 
seller since the time of the outbreak of war 
has naturally restricted business. This re- 
striction is still in force and it is having 
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the effect principally of narrowing down 
bargains in American stocks, for once such 
stocks have been sold abroad they cannot 
of course come back again. It was being 
said just before I left London that if New 
York continued to take back Americans the 
time would come wien it would be neces- 
sary to place the few securities remaining 
in museums for safe custody. 

* * 


Railroad Receivership 
List Is Big 


WHILE net earnings are running, as 

a rule, somewhat better than last 
year, gross earnings are not growing as 
had been hoped. The principal reason, of 
course, is the dullness of trade every- 
where except where helped by war or- 
ders. Jasper, in Leslie’s Weekly: 


The railroad situation is far irom satis- 
factory. The number of idle cars is ab- 
normally large and this is a very threatening 
factor. Some of the great railroad systems 
are finding it extremely difficult to finance 
obligations now falling due and more than 
one receivership of a great property is pos- 
sible unless the railroads are given the re- 
lief they need. The attitude of the govern- 
ment toward the railroads must be changed 
entirely and that of the State governments 
must also be modified. 

Some leading shippers, who are bitterly 
opposing an increase in railroad rates, must 
take a broader view of the situation or we 
may have a repetition of the disasters of 
1893 when so many railroads went into the 




















HARD PUMPING. 
—Des Moines Register. 
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hands of receivers. It is not pleasant to 
contemplate the conditions of the Rock Is- 
land, the Missouri Pacific and the New 
Haven—all of which, a few years ago, were 
regarded with great favor by investors and 
not one of which is paying dividends today. 
I am not a pessimist, but we must face the 
facts as they are. 

On the other hand, there is justification 
for the belief that the situation is improv- 
ing, that the public is taking a different at- 
titude toward the railroads and industrial 
corporations and that this will be reflected 
sooner or later in the attitude of the gov- 
erning authorities. 


The Wall Street Journal gives this list 
of roads now in receivership: 
Miles. Bonds. J 

C.,, R. I. & P. 8328 $269,149,530 $74,877,200 


St. L. & S. F. 5,259 | 291,316,691 49,985,763 
Wabash ..... 2515 115,181,149 92,400,427 
Pere Mar.... 2,330 66,672,000 42,400 
Chi. & E. Ill. 1,275 63,155,000 25,817,800 


Int. & G. N.. 1,159 26,884,500 4,822 

Cin., H. & D. 1,015 67,401,265 8,248,575 
Atl, Bir. & A. 645 19,823,000 35,000,000 
W.&s. B.. Se 23,000,000 36,980,400 
Trin. & B. V. 462 8,760,000 304,000 
T., St. LL & W. 450 28,856,806 20,000,000 
N.0.,M.&E. 369 13,902,000 10,075,300 
Col. Mid. ... 337 9,532,000 8,376,100 
Pitts, S.& N. 282 14,655,600 15,000,000 


Miss.,O.& G. 246 8,991,463 8,261,000 
Wab.-P. Ter 89 55,504,000 
Miscellaneous. 715 11,691,000 8,325,500 


Bae fk: 25,987 $1,094,476,004 $434,716,465 
* ~ * 





Total 


Railroad and Speculative 
Orders Help Steel 


GOME increase in railroad buying has 

helped the iron and steel trade, but 
such purchases are still much below nor- 
mal. The roads are buying only to meet 
their immediate necessities, but they have 
been pursuing this policy so long that 
their necessities are becoming gradually 
greater. 


The Matthew Addy Co.: The whole iron 
campaign now depends upon the market 
for finished materials, Reports generally 
are promising. In nearly all branches there 
is a distinct improvement. Yet, the great- 
est consumer of all—the railroads—is not 
purchasing in anything like a satisfactory 
way. All of the shops doing railroad work 
complain, and apparently railroad orders 
while good here and there, are still not over 
33%4% of what they really should be. 

So there is plenty of room for expansion 
in this direction. But the best way to make 
a comparison is to go back for six months. 
When we do this we find that in every 
branch of the iron trade ground has been 
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gained, and furthermore, progress is con- 
tinuous. 

Iron Age: As yet the possibility of war 
has not proved disturbing to the steel trade. 
There are no cancellations or any other 
of the features that might be looked for in 
a grave crisis. The situation, in fact, holds 
the strength gained in the past two months. 


There is some speculative buying of 
ig iron, on the theory that it is now so 
ow that it can’t go much lower. A recent 
estimate is that more than 100,000 tons 
are now being carried purely as a specula- 


tion. 
ok oe + 


Future Demand for 
Copper Will Be Heavy 


JOHN D. RYAN, President of the 

Amalgamated Copper Co., has this 
to say in regard to the demand for cop- 
per: 

From Jan. 1 to the date of this report 
there has been a marked and steady im- 
provement in the demand for our metals 
and in the prices realized for them; normai 

roduction has been resumed, and the prom- 
ise for the future is very good, 


Another copper authority is quoted as 
follows by the Boston News Bureau: 


At the present time the activity of the 
copper market is due to a large extent to 
war orders, and these orders have been 
placed in such a way that even the termina- 
tion of the war will not mean an interrup- 
tion of the work. Presumably efforts would 
be made by the various belligerent govern- 
ments to cancel some of the orders by pay- 
ing a heavy forfeit, and we must figure on 
a slight falling off in the demand for war 
orders. 

On the other hand, regardless of what 
the world at large will do, and regardless 
of the outcome of the war, Gerinany and 
Austria are using up their supplies of cop- 
per very rapidly, and when the war is over 
the copper which they will have on hand 
for industral purposes will not be enough 
to run the mills for any length of time. 

I judge for the first six months after the 
war is over the demand for copper will ex- 
ceed anything that has been known here- 
tofore. 


+ * + 
Why State Banks Do Not 
Join Federal System 
T is well known that the administration 
especially desires to have the state 
banks and trust companies come into the 
Federal] Reserve System. This has been 
pointed out to the banks several times, 
either as a privilege or a duty. 


The Bankers’ Information Service has 
recently made an extensive inquiry as to 
the sentiment of the state banks and their 
reasons for not joining the system. The 
report is thus summarized by the Bank- 
ers Home Magazine: 


The main objections, summarized from 
these returns, cover familiar ground. (1) 
That if they join the Federal reserve sys- 
tem and become dissatisfied, they cannot 
withdraw without liquidation; (2) That al- 
though they will be compelled to pay a 
portion of their capital into the capital oi 
the Federal Reserve system, where it will 
be tied up, they may receive no benefit be- 
cause the class of commercial paper they 
handle is not eligible for discount under 
the regulations of the Federal Reserve 
Board; (3) That this is particularly true 
in the cotton and wheat producing states, 
where State banks are called upon by farm- 
ers and cotton producers for extended 
credit on long term commercial paper not 
readily eligible for discount in the Federal 
Reserve banks; (4) That on entering the 
Federal Reserve System the State banks 
will be subjected to two separate examina- 
tions, one by the State authorities and one 
by the National; and that in view of the 
fact that at the present time there exists 
considerable conflict between various pro- 
visions of the Federal Reserve Act and 
State Banking Laws, this dual examination 
would be intolerable; (5) That the Federal! 
Reserve Board is a political body and sub- 
ject to a shifting personnel, and that with 
shifts in membership on the board, regula- 
tions and policies may change, making the 
future uncertain; (6) That hidden in the 
‘discretionary power of the Federal Reserve 
Board there exists the possibility of power 
to apply methods of pressure and discrimi- 
nation which might at some time be used 
to the detriment of units of the system; 
(7) That the small-town banks would stand 
to lose heavily under the system of clear- 
ances provided in the Federal system; (8) 
That city banks continue to afford corre- 
spondent relations on a favorable basis, and 
that the small State banks will realize all 
of the benefits and none of tke disadvant- 
ages of the Federal system through their 
relations with the larger banks in the sys- 
tem. In practically all the expressions of 
opinion the view is taken that under the 
present law and regulations State banks 
have much to lose and little to gain by com- 
ing under the Federal domain. 


In order to overcome at least one of 
these objections, the Federal Reserve 
Board has now decided it will allow State 
banks to enter the Federal Reserve sys- 
tem with the right to withdraw and 
surrender membership if they desire to 
do so. 
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- What You Have Wanted to Know About “Acceptances” 








Bank Acceptances 


WHAT THEY ARE AND HOW THEY BENEFIT BANKER AND BUSINESS 
MAN 


N order to thoroughly understand the 
meaning of an acceptance it is first 
necessary to consider its definition. 

In Regulation J, Series of 1915, issued 
April 2, regarding Bankers’ Acceptances, 
the term “Acceptances,” is defined by 
Mr. Charles S. Hamlin, governor of the 
Federal Reserve Board, as “a draft or 
bill of exchange drawn to order, having 
a definite maturity, and payable in dol- 
lars, in the United States, the obligation 
to pay which has been accepted by an 
acknowledgment written or stamped and 
signed across the face of the instrument 
by the party on whom it is drawn; such 
agreement to be to the effect that the 
acceptor will pay at maturity according 
to the tenor of such draft or bill without 
qualifying conditions.” 

A bank acceptance consists of the ex- 
tension of the bank’s credit to a customer 
by which the bank permits the use of its 
own credit by its client for a considera- 
tion, such credit being either secured or 
unsecured, depending entirely upon the 
business character and financial respon- 
sibility of the applicant. 


A Specimen of a Bank Acceptance 


Under the new banking law of the 
State of New York, passed in 1914, banks 
and trust companies that are under the 


~ 


By CLARENCE D. JOHNSON 





supervision ~f the State Banking Depart- 
ment are permitted to “accept for pay- 
ment at a future date drafts drawn upon 
them by their customers and issue letters 
of credit authorizing the holders thereof 
to draw drafts upon them or their corres- 
pondents at sight or on time, not exceed- 
ing one year.” 

By this provision all state banks and 
trust companies in New York State are 
given the power to make both foreign 
and domestic acceptances. 

The Federal Reserve Act permits mem- 
ber banks to accept bills which are based 
on the importation or exportation of 
goods, but does not permit the acceptance 
of bills covering domestic transactions. 

Unquestionably the privilege enjoyed 
by member banks accepting bills drawn 
in connection with exports and imports 
of goods is of great advantage and has 
already done much-to promote foreign 
trade. There are few of us who are not 
keenly alive to the importance of foreign 
trade development. Every dollar of goods 
exported from this country carries with 
it a call upon an equivalent amount of 
goods or gold and every dollar of manu- 
factured goods going abroad represents 
its proportionate part for labor paid to 
our citizens. 

It is obvious that prime bank accept- 
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ances backed as they are by well-known 
banks or trust companies, and readily re- 
discountable, can find eager purchasers 
by reason of their high intrinsic security 
as the most liquid form of investment for 
banking institutions. Aside from cash in 
the vault, nothing is so rapidly liquidated, 
especially in view of the Federal Reserve 
system. 

In Europe, acceptances are an impor- 
tant factor in the open discount market, 
and as soon as a market is established in 
this country they no doubt will become a 
most popular form of investment. The 
purpose of Section 13 of the Federal Re- 
serve Act is to create an acceptance mar- 
ket in this country similar to that which 
exists in Europe and which has been of 
the greatest value in assisting European 
merchants to develop their foreign com- 
merce. 

Heretofore almost all the business of 
Central and South America with foreign 
nations was done upon acceptances. Our 
merchants were placed under a severe 
financial handicap in competition with 
foreigners, because our bankers could 
not extend to them terms as favorable as 
those which their rivals procured. This 
section was inserted irf the act as a rem- 
edy. 

There are a number of distinct advan- 
tages both to banks and their customers 
to be derived from the creation of ac- 
ceptances which may be summarized as 
follows: 

First: Bank customers can ordinarily 
borrow by this means more cheaply than 
by their straight note. 

Second: The use of acceptance makes 
it possible for banks and trust companies 
to properly and conveniently finance 
legitimate business transactions of their 
customers without using any of the 
bank's funds or the use of any additional 
funds. 

Third: Banks having surplus money 
which cannot be readily employed at the 
time can invest it in prime acceptances, 
which can either be held until maturity or 
sold in the open market, should either 
action be found necessary. 

Fourth: Acceptances of well known 
institutions will more and more be sought 
as short-term investments and will be 
especially valuable for such a purpose, 





principally on account of their ready 
convertibility. 

Fifth: Banks and trust companies can 
accept for a small commission the paper 
issued by their customers and sell it in 
the open market, thus adding to their 
business another source of definite profit. 

Sixth: The presence of the name of 
the accepting bank makes prime to the 
extent of the credit of the accepting bank 
the paper on which it appears. This at 
once eliminates the necessity and bother 
of checking the drawers or several en- 
dorsers upon paper, and the primary re- 
sponsibility rests with the accepting bank. 
If this is in good credit, all other names 
on the paper become proportionately of 
less interest. 

The dealings between the merchants 
and manufacturers of one state with 
those of another may well be likened to 
export and import transactions. The 
basis upon which practically all foreign 
trade is conducted is the drawing of bills, 
and if there be any question whatever as 
to the responsibility of the buyer, the sell- 
er may, with perfect propriety, require a 
bank credit to be given. When this is 
done, instead of drawing a time bill 
against the buyer, he will draw it against 
the bank extending the credit, accom- 
panying same with a copy of the invoice, 
the shipping documents and certificates 
of insurance, together with a hypotheca- 
tion of the goods shipped. Before issu- 
ing the credit, the accepting bank re- 
quires the obligation of its client to pro- 
vide the funds to meet the acceptance at 
its.due date. In the event the shipper 
believes he can transact business with 
the buyer without the intervention of a 
bank credit, he may upon agreement 
draw a bill against the purchaser at an 
agreed time with all papers attached sig- 
nifying on its face whether the docu- 
ments are to be delivered to the purchaser 
upon the acceptance of the bill, or are to 
be held until the bill is paid. Instru- 
ments of this type are called “commer- 
cial bills.” Bills drawn against banks 
under credits extended are termed “bank 
bills” and if the bank upon which the bill 
is drawn enjoys high credit standing, is 
called a “prime bill,” and as such is 
readily bought and sold in the open mar- 
ket, on the strength of the bank’s credit 
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alone. Prime bankers’ bills constitute 
the highest form of credit known, and all 
other forms of bills command as a rule 
less favorable discount rates, which are 
in exact proportion to the credit respon- 
sibility of the acceptor. The availability 
of the character of the bill for discount 
in the market automatically governs its 
employment. 

It is clear that were the banks of our 
country generally permitted to accept 
bills in consummation of domestic com- 
mercial transactions the basis of credit on 
which goods are generally sold through- 
out our country would be improved and 
a much superior type of paper offered 
on the discount markets of the various 
centers. As conditions are now, the pur- 
chaser of the goods is practically com- 
pelled to discount an invoice in order to 
hold his own with competition, and he 
must always take into consideration the 
condition of his home money market. 
Money may be tight, for instance, in one 


section and easy in another. A mer- 
chant seeking funds with which to dis- 
count his invoices rarely has an oppor- 
tunity to avail himself of the rates pre- 
vailing in other sections, but must be 
content to take that ruling at home. It 
goes without saying that bank accept- 
ances are much to be preferred to the 
present style of commercial paper, inas- 
much as the Federal Reserve Act would 
not authorize the acceptance of such bills 
unless they were drawn to supply funds 
to be used in actual commercial transac- 
tions. 

The acceptance by the banks would 
be prima-facie evidence that the pro- 
ceeds were to be so used. Such bills 
would unquestionably command in the 
open market lower rate than that of what 
we now term commercial paper, and 
would afford the drawer an opportunity 
to avail himself of the cheapest money 
markets, thus tending to equalize credit 
all over the country. . 
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Hints for Investors 


If you — bonds that have a market so many miles away that you 
e 


seldom know t 


ir quotation or what is going on in the property, be sure 


you buy them from one of the most reliable houses. 


Be careful of securities that come from companies that are held in 
something of a combine of two or three people and are not publicly estab- 
lished concerns. There are such groups of companies, and in each case they 
are high finance propositions, manipulating their securities in such a way 


as to help the promoters at each turn. 


Because one of a group of concerns organized by one person is suc- 





cessful and its securities are good, that does not necessarily mean that the 
securities of all his companies are satisfactory. Some very doubtful bonds 
have been floated on the strength of a good situation in one of a group of 
companies. 


Don’t be allured by the fact that a bond is convertible into the stock 
of a company at a certain figure. Sit down and figure out whether the stock 
is worth the price set. It is sometimes put too high by the company. Be- 
cause that price is set is no implied promise that the stock will reach that 
price. 
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Business Shows Slow Growth 
High Commodity Prices—Low Money Rates—Steel Improving—Most Other 








Lines 


ERY hi prices for commodities are 
one of the outstanding features of 
the situation, as is natural in war 

times. English prices are at the high- 
est point since and American 
commodity prices, with Bradstreet’s index at 
9.79, are the highest for many years, with the 
exception of the figure of 9.85, recorded Au- 
gust 15, 1914, during the speculative boom in 
commodities which immediately followed the 
breaking out of the war. Advancing com- 
modity prices are usually an accompaniment 
of prosperous business, and we believe in this 
case, in spite of the exceptional conditions, 
they indicate a strong probability of further 
improvement. 

oney rates are omg unchanged for 

all maturities and seem likely to remain so. 
With the surplus reserves of New York banks 
at the phenomenal figure of $180,000,000, and 
foreign exc touching new low records 
since 1873, there is little prospect of any im- 
portant advance in money rates; while, on 
the other hand, interest rates are already so 
low that they can scarcely decline. ince 
rates are now at the minimum, the next con- 
siderable change must be upward, when it 
comes. 

In spite of the changes resulting from the 


4 





Slow 


Federal Reserve gystem, the per, cent. of loans 
to deposits of New York clearing house banks 
(excluding trust companies) is now below 95. 
This eal correspond to a still lower figure 
under the old system and is a powerful bull- 
ish factor. 

The great increase in bank clearings during 
April, and the considerable, though somewhat 
smaller, increase in May to date, have been 
chiefly due to speculative activities at New 
York. a clearings outside New York 
were smaller than in either 1914 or 1913, but 
the May totals ‘will compare more favorably. 
This shows that up to the end of April, gen- 
eral business had not shown the improvement 
— for. 

otal liabilities of failures are still unpleas- 
antly large—in fact, about double what they 
ought to be for April. This reflects the dis- 
organization resulting from the war. Some 
firms are making big profits while others are 
pushed to the wall. Building statistics are 
still below normal. The price of iron now 
shows slight improvement for two consecutive 
months, which is decidedly encouraging. Since 
May opened still better reports are being re- 
ceived from this industry and it seems pretty 
clear that it is now slowly but definitely 
on the upgrade. 





Averag - Average Per cent. Per cent. 
Money Rate Money to Loans to 
ime Com- Rate Deposits, New Deposits, New Bradst’s In- English In- 
mercial Paper European York Clearing. Y Clearing- dex of Com- dex of Com- 
New York. ey house Banks.* house Banks.* modity Pcs. modity Pcs. 
5 20.5 94.7 9.79 3,337 
5 19.8 95.2 _ 9.77 3,305 
5 18.7 97.0 9.62 3,131 
3% 27.5 94.7 8.62 2;585 
a 26.6 100.0 9.14 2,729 
3 26.1 97.2 9.27 2,693 
3 28.2 96.3 8.46 2,554 
“Affected by the new Federal Reserve System. 
Total Bank Clearings Balance of Gold Balance of Building Business 
Bank of U. S. Movements Trade Gates, Failures, 
Clearin: Excluding —Imports or —Imports or wenty Total 
of U. ¢ N. Y. City Exports rts Cities Liabilities 
(Millions) (Millions) (Thousands) (Thousands) (Th ds) (Th ds) 
April, 1915.... $15,008 OS gle eh Ne CR Ex.$133,894 $49,380 $38,773 
eth, 1915. 13,840 6,276 Im. $24,696 Ex. 140,969 43,512 26,914 
April, 1914 14,897 6, m 3,05. Im. 11,209 48,934 19,127 
7 1913. 14,289 6,233 Im. ly Ex. 53,618 54,746 19,424 
= 1912.... 14,967 6,137 Im. 2,075 Ex. 16,729 65,012 15,528 
- 1911.... 12,403 5,433 Im 3,019 Ex. 38,160 $4,315 15,102 
roduction U. S. Steel Price of 
Wholesale of Iron Co. Unfilled Electro. Winter Babson’s 
Price of (Tons Tonnage Copper Wheat Bond 
Pig Iron (Thous’ds) (Thous’ds) ¢ (Cents) Condition Average 
ee $12.40 a 18.7 92.9 89.6 
BOTS or 0.00080 eves 1036 2,116 4,162 16.9 88.8 89. 
a 12.28 2, 4,255 14.8 i 88.7 
Si, .. Miosestcecocas 13.75 2,270° 4,277* 14.0 95.9 93.0 
- ist? Ceovetbeccvess Pert are, 6,978* 1 vw > s 92.5 
Paks ka Sins} om ® , ; 4 8 9, 97.6 
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What You Should Know About a Newer “Municipal” 





Enter: The Drainage Bond 


Safeguards of the Drainage Bond—Upon What it is Based 





By D. ARTHUR BOWMAN 








66 IGH-POWER investment” is the 

term recently applied to a 

_ security which is rapidly grow- 

ing in popularity with investors through- 
out the United States. 

“Drainage bonds,” so-called, were the 
class to which this complimentary al- 
lusion was given, an offering of a block 
of $4,260,000 bonds of a prominent dis- 
trict in the Southwest, in the past two 
or three weeks. The hearty reception 
accorded these bonds in the East directs 
attention to them anew. 

“Drainage” 

Contrary to belief in some quarters, 
drainage is neither a theory nor an ex- 
periment. It is a proven, successful plan 
of releasing surface or flood waters from 
rich, alluvial districts and thus increasing 
the tillable areas of farming districts. 

It is not the purpose here to enter into 
the statistical—rather shall it be the ob- 
ject to mention a few safeguards which 
surround the properly-issued drainage 
district obligation. 

In the first place, drainage must be 
practicable, from an engineering stand- 
point. It must not be excessive in cost, 
and its creation and operation must be 
adjusted on the basis of benefits received 
or damages caused. To that extent, 
bonds issued by drainage districts in the 
Middle West and Southwest meet one 
of the cardinal principles of taxation: 
that the burden be placed precisely where 
it belongs, either as to advantages or dis- 
advantages. 

Investment bankers are showing an 
especial preference for securities issued 
in the states of Arkansas, Iowa, Illinois, 
Minnesota, Mississippi and Missouri. A 
study of the laws of these states will 





easily show why. They combine the 
greatest number of safeguards for the 
investor and at the same time benefit the 
landowning taxpayer, by imposing a 
moderate charge (in the form of taxes, 
of course) payable over a period of 
years. 

The formation of drainage districts 
is essentially a democratic proceeding. 
The taxpayers usually petition themselves 
into a district, with a “day in court” for 
the objectors before the County or Dis- 
trict Court. Viewers or assessors mark 
the damages or name the benefits. An 
engineer is employed and contracts are 
let. This, briefly, is the course of action 
usually followed. The various states 
have different laws, but it should be 
especially observed that there is a very 
definite tendency toward the uniformity 
of drainage legislation and the standard- 
izing of legal proceedings. 


Yield 


One of the reasons for the popularity 
of drainage bonds may be found in the 
fact that they pay from 5% per cent. to 
6 per cent. and are issued in serial form 
usually, maturing over a period of ten, 
fifteen or twenty years, sometimes longer, 
but rarely beyond a twenty-five year 
period. The aggregate amount of taxes 
levied is usually far in excess of the 
amounts necessary to pay principal and 
interest, and it is a not infrequent occur- 
rence for investment houses to be sought 
by districts which desire to anticipate 
their maturing obligations. Frequently, 
also, a premium is offered by districts de- 
siring to repurchase their own bonds in 
advance of fixed due-dates. 

Of course, the steady yearly reduction 
of the debt means an increase in the 
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factor of safety for the investor, in some 
instances. Therefore, drainage district 
bonds, originally offered on a 6 per cent. 
investment basis after a number of 
maturities have been paid off and the 
bond is considered to be properly 
“seasoned,” are trained in to net around 
5 per cent. Experience also shows that 
investors who commence to purchase 
bonds of this type are usually well satis- 
fied to reinvest, owing to the punctuality 
and promptness with which principal and 
interest are paid. 

Marketability 


As to marketability, drainage district 
bonds are usually not listed on any ex- 
changes, but responsible investment 
houses at all times maintain a good mar- 
ket for obligations which they have 
sponsored. I have yet to hear of any- 
one who has purchased a drainage bond 
from a representative house having any 


difficulty in “finding a market.” On the. 


other hand, the fact that these securities 
carry from 5 per cent. to 6 per cent. in 
some of the States mentioned (although 
they yield only 4% per cent., where drain- 
age bonds are better known) makes a 
market for them even in times when low- 
rate securities are less popular. 


Security 
One feature of drainage district obli- 


gations which cannot be emphasized too’ 


rauch is the strength of the laws under 
which they are issued. In the State of 
Arkansas, for example, there is absolutely 
no way in which the drainage tax can 
be avoided—it must be collected at the 
same time all other (school, road; im- 
provement, etc.) taxes are taken up by 
the collector—and the latter official faces 
a fine of $100 on each tract which he 
fails to put on the tax books. This, of 
course, renders it out of the question for 
any landowner to even attempt to pay 
his State and County taxes without at the 
same time paying his drainage taxes. 
But, further: If the landowner is de- 
linquent one day after paying the total 
amount of these taxes, a penalty of 25 
per cent. of the entire amount is assessed 
against the land. If payment be delayed 
for as much as a year, the land is sold for 
the taxes, with additional penalties 


assessed against it. 





The usual “margin of safety” in 
assessments is 10 per cent. more than is 


required to pay the principal and interest. 


on the bonds. This “contingent fund,” 
so-called, often grows to handsome pro- 
portions and, as has been stated before, 
is available for the maintenance or im- 
provement of the ditches or the prior 
retirement of the district debt, as may be 
permitted under the law and in the proper 
and judicious conduct of the affairs of the 
political subdivision. 

One of the interesting features of 
drainage in the Middle West and South- 
west has been the progress of the tenant 
farmer to owner-farmer. What this 
means, from the standpoint of economic 
independence and progress, may readily 
be guessed wlien it is learned the farm 
products values in some States invariably 
show a decided increase as the number 
of actual farmer-owners gain. 

The buyer of drainage bonds has addi- 
tional protection in the federal courts in 
some of the States, should there be even 
a slight delay. The State which has been 
referred to previously, Arkansas, has a 
provision in its law which is recognized 
as excellent. A lapse of even thirty days 
in the collection of taxes gives the bond- 
holder (ANY bondholder, for ~ that 
matter) the right to go into the United 
States Court and have a receiver ap- 
pointed, under the law, to administer the 
affairs of the district, collect the taxes 
and pay off the bonds. This is a part 
of the fundamental statutes governing 
districts in that State. 

Moreover, there have been “test” cases 
which have taxed the ingenuity of the 
most astute counsel. These cases have 
in all instances been carried to the highest 
tribunals in the various States and é¢very 
conceivable point has been raised con- 
cerning the issuance of drainage district 
bonds—mainly by the attorneys rep- 
resenting well-known bond-buying in- 
stitutions. Thus the purchaser of drain- 
age securities, in a number of instances, 
is able to purchase with the assurance 
that the act under which his bonds have 
been issued:has already been passed upon 
by the Supreme Court of the State of 
domicile—and, as a matter of law, as well 
as of fact, the obligation is virtually in- 
contestable. ‘ 
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It has recently been said that the mere 
fact that securities bear a low rate of in- 
terest constitutes no argument in favor 
of their continued safety. As a matter 
of fact, the tendency of interest rates on 
drainage bonds, as the knowledge 
broadens of their safety and many ad- 
vantages, should be lower. There is 
some indication of this trend already. A 
number of the larger districts are begin- 
ning to issue bonds at the rate of 5% 
per cent. in the Southwest, and in the 
Northwest and Middle West quite a few 
drainage bonds have been issued carry- 
ing a coupon of 5 per cent. 

The cost of drainage per acre usually 
runs from about $2 to $12, depending 
upon location, soil and other charac- 
teristics. Drainage bonds in some cases 
are issued at one-twentieth of the actual 
value per acre of the land. Districts in 
some instances having land averaging 
$50 value per acre will show an average 
debt of acre of but $2. The general 
average will run considerably higher, 
though, much nearer $7 per acre. When 
it is considered that the average pur- 
chaser of a farm mortgage is well satis- 
fied to obtain a choice loan of 40 per 
cent. of the actual value of the property, 
what shall be said of the purchaser of a 
prior, tax-protected first lien on ALL 
of the farms in a given neighborhood, 
who receives—instead of 2% to 1 
security—$10, $15 or $20 to $1 security 
for his loan? 

Drainage vs. Irrigation 


At this point, I would like to disabuse 
any inquiring readers regarding the 
terms “irrigation” and “drainage.” There 
is absolutely no connection between the 
two, since drainage means the carrying 
off of water from lands which are al- 
ready tillable, fertile and productive and 
which are in a condition already of high 
development. Drainage does not depend 


upon colonizing schemes, or “home- 
seekers excursions” engineered by 
shrewd and not overly scrupulous land- 
selling concerns. 

Irrigation, on the other hand, is the 
furnishing of water to arid sections, 
which are not populated and usually lack 
schools, roads and other evidences of a 
community development. 

There have been mistakes in the past, 
of course, in the issuance of drainage 
securities. A number of defects in dis- 
trict laws have been found and rectified, 
until at the present time it may be safely 
stated that securities, selected with care 
in the States mentioned and recommended 
be responsible bond houses, offer the in- 
vestor excellent security at an unusual 
income for a municipal tax-secured ob- 
ligation. 


Exempt From Income Tax 


Drainage bonds are exempt from pay- 
ment of the federal income tax, just the 
same as all other municipal issues, and 
it is probable that with the growth in 
drainage projects and their continued 
stability they will be available for other 
public purposes. 

In. the State of Missouri today, drain- 
age bonds are a legal investment for all 
trust funds, state school funds, and in- 
surance companies doing business within 
the State, as well as security for State 
moneys and for deposit by trust com- 
panies with the State. 

The lesson of land reclamation and 
development in those States which have 
wisely constituted and properly admin- 
istered drainage laws is one of continued 
success and prosperity. Eastern in- 
vestors are beginning to realize the 
splendid security offered by these high- 
rate municipal district bonds, and that 
they have begun to discriminate in their 
favor is aptly shown by the keen de- 
mand of the past few months. 

















Bond Market Topics 





How the Banks Sensed the Reaction in 
Securities By Selling Bonds 


ACCORDING to the figures shown in re- 

sponse to the calls made upon the na- 
tional banks for their condition, between March 
1 and May 1, they showed a nice appreciation 
of the situation in the securities markets. 
Between these two dates the big money in- 
stitutions, national banks, trust companies 
and others to all appearances scented the 
turn in the security markets. They sold 
large blocks of securities. 

he demand for money affects the secur- 
ity holdings of these institutions. When 
money is high they sell bonds and vice- 
versa. But as money has shown no ten- 
dency to become firm and there has been no 
appreciable increase in the rates over the 
past two months or ten weeks, there has 
really been no strong motive for selling out 
bonds except that of poems. 

Last Autumn the banks bonus bonds 
quite heavily. Prices were low. hen they 
had profits of from two to six points on 
many of the high-class securities they sold 
out. The heavy break in the stock market 
occurred more lately than two months past, 
but it seems a fact, nevertheless, that the 
banks seeing substantial profits let go some 
bonds. Whether they let go for mere profit 
or because they discerned a coming squall 
is the question. Upon close analysis some- 
thing of either motive must have entered 
into their action. 

* . * 


Stock Market and Foreign Complications 
Did Not Scare the Bond Buyers Much 


NE of the gratifying things about the in- 
vestment market over the past two weeks 

has been a marked absence of fright among 
bond buyers at the possibility of foreign 
complications. If we had had a booming 
security market extendin over many 
months and both stocks and bonds had risen 
high on the average the result might have 
been different. The technical position of 
the stock market under such conditions 
might have invited greater disaster and have 
brought about a wave of bond selling as 
well. But as it was, prices of bonds, al- 


though having risen considerably from their 
low, were yet at a level that invited buying 
by investors. Furthermore, investment 
funds have accumulated over the past few 
months, giving a bulwark to the whole bond 
market. When the break started in the 
stock market there were evidences of selling 
of high-grade issues, but it was largely at- 
tributable to institutional selling—the kind 
that was done for profit. 

Individual investors, however, have not 
been in evidence in the late selling. They 
know the fundamental conditions back of 
their bonds are sound and that the tem- 
porary setback in quotations of the market 
place are no indication of change of posi- 
tion of the companies whose obligations 
they hold. 


* * * 
Bond Buyers Taking Hold of Active 
Issues 


R a time last year, or when the mar- 
kets generally were very dull, the sel- 
lers of municipal and inactive bonds had 
a fine time of it. The stock markets were 
far from alluring and, being taken as an 
indicator of conditions, people had a ten- 
dency to buy good utility and the highest 
grade municipal bonds, in which there were 
no severe price fluctuations. This is a 
phenomena of such conditions. There is a 
psychological connection between the con- 
ditions in general and the kind of bonds 
many people buy. For a time they ne- 
lected in marked fashion the listed bonds. 
ut when the stock market began to move 
upward and certain stocks were called to 
the attention of the public in_ spectacular 
fashion immediately there sprung up some 
interest in the bonds of those companies. 
Witness Bethlehem Steel and Westinghouse. 
The movement got well under way before 
the reaction set in. It started the public 
buying into these bonds. In a measure it 
whetted up the speculative appetite of those 
who like to make a little money in the 
active bonds. With the prospect of active 
market ahead it is not unlikely that this 
condition will continue and that these bonds 
will see substantial advances and consider- 
able activity. 


Bond “Don'ts” 
DON’T buy through other than responsible firms. 
DON’T sacrifice retu 


safety for 


rn. 
DON’T underrate your risks if you must take chances. 


DON’T fail to make sure that your bonds have a ready market. 

DON’T overlook the fact that an active market for a bond is not an assurance 
of soundness. Some active bonds are highly speculative in character. 

DON’T fail to remember that by diversifying your investments you conserve 


the element of safety. 


DON’T neglect to look over your securities occasionally and see whether some 


are desirable. - 


changes 
DON’T fail to keep posted on the status of your ay It will pay you. 





. Prank Howe. 
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For the Conservative Investor Who Wants Profit and Safety 





Bargains 





Public Utility Bonds 


A Judicious Selection of Attractive Issues 
By HENRY JUDSON 





OR a large class of conservative in- 
K vestors who, while they would like 
to obtain some profit from the bull 
market, do not feel like taking any 
chances, some public utility bonds should 
prove just the thing. To those who in- 
vest upon the “safety first” plan, the 
risks involved in stocks seems rather out 
of the. question, and even convertible 
and debenture bonds have an unsatis- 
factory element. A debenture usually 
represents non-physical assets rather 
than physical, and in the case of a con- 
vertible one usually makes an investment 
which is secured to the extent of only 
about three-quarters or four-fifths of the 
sum invested. However, there are a 
good many public utility bonds which 
are quite fully secured by both assets and 
income, and which still show a consid- 
erable promise of appreciation in price. 

Those who are so strict in following 
the rule of “safety first” cannot expect 
big profits, because these cannot be 
made without taking a corresponding 
risk. The saying, “Nothing risked, 
nothing gained,” is.no more true any- 
where in the world than in the invest- 
ment field. . Therefore, if without taking 
any risk the buyer of bonds receives not 
only his income, but also a profit of five 
or ten points in the course of a year or 
two, he is doing all that can be expected. 
It is opportunities which promise profits 
of this kind which are here being dis- 
cussed. 

One of these opportunities is doubtless 
to be found in the Montana Power 5s of 
1943. It does business in a territory as 
long and broad as the New England 
States, and this business is so diversified 
that the State of Montana cannot pros- 
per without bringing prosperity to this 





company. The actual net earnings of 
1914 were equivalent to two and a half 
times the total interest charges of that 
year, or to one and seven-eighths times 
the interest charges on the total present 
funded debt, including about $7,000,000 
yet to be expended upon improvement or 
construction. The bonds are probably 
fully covered by physical properties and 
tangible cash assets. : 

Recently they have been selling 
around 9114, at which they yield about 
53% per cent. Yet a good bond of this 
type after its true character becomes ap- 
preciated, usually sells on a 5 per cent. 
basis. Of course the Montana Power 
Co. is not yet appreciated. It is a com- 
paratively new concern, and investors 
have not had time to become convinced 
of the stability of its earning power. If, 
however, it goes through the: present 
year without a serious loss in earnings, 
that should do much to convince them. 
Should the bond. rise to a 5 per cent. 
basis, that would mean an advance of 
nearly 9 points in its price. 

Another investment in this same com- 
pany is to be found in the Butte Electric 
Power Co. first 5s, due in 1951. This is 
one of the underlying bonds of the Mon- 
tana Power Co. and has been selling 
around 9634, at which price it yields 
about 5.20 per cent. It looks almost as 
secure as many railroad mortgage bonds. 
which are selling on a 454 basis; but 
even if this sold on a 4% basis, it would 
mean a price of 102%, or a rise of more 
than five points. 

Aurora, Elgin and Chicago 5s. of 1946 
are probably a bargain at present prices 
in spite of the losses in earnings which 
the company showed last year.. During 
the fiscal year 1914 the company suffered 
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severely from labor troubles, higher tax- 
ation and increased costs of materials 
and wages. Previous to that it had been 
earning its charges almost twice over, 
and these 5s appear pretty well secured. 
They are a first mortgage subject only to 
$4,850,000 of prior liens. They have 
been selling around 86, and showing a 
yield of about 6 per cent. When the 
company gets back again into a normal 
situation, they ought apparently to sell 
on about 53% basis, and to do so they 
would have to rise more than 8 points. 

Cincinnati Gas Transportation Co. 5s 
of 1933 are an obligation of a small com- 
pany of the same name, which was or- 
ganized in 1908 to construct and operate 
pipe lines connecting the West Virginia 
and Kentucky gas fields with the city of 
Cincinnati. The Columbia Gas & Elec- 
tric Co. holds the property by lease, and 
the terms of the lease are very favorable 
to the subsidiary. These bonds, which 
have been selling at 91% or on a 5% 
basis, appear to be fully as good as many 
better known issues which sell on a 5 
per cent. basis. Should they rise in the 
next year or two, as their merits seems 
to deserve, to a 5 per cent. basis, the rise 
would be 814 points or so. 

A semi-speculative bond of much 
promise is to be found in the Great 
Western Power Ist 5s of 1946. The 
bond is probably not fully covered by 
assets, and the company is not very thor- 
oughly established. However, there is 
nothing which pays better than an in- 
vestment in a new company provided 
only one can succeed in selecting a con- 
cern which later on makes good. This 
company is a subsidiary of the Western 
Power Co., which operates in California. 
Its territory includes counties covering 
more than 8,000 square miles, and hav- 
ing a present population of probably 
about 1,250,000. The bond is selling 
around 80, thus yielding 6% per cent., 
and it is worth observing that, should the 
fortunes of the company continue to im- 
prove enough to raise the bond to a 5.50 
basis, the resulting advance in price 
would be, more than 12 points. 

Madison Gas & Electric 6s of 1926 
have been selling on a 5.56 basis, or at a 
price of 103%. At this quotation they 
look decidedly cheap. They are an obli- 





gation of the American Light and Trac- 
tion Co., and are strictly high grade. 
The parent concern not only earns its 
interest three times over, but earns 20 to 
30 per cent. on both its preferred and 
common stock. If these bonds should 
sell up to a 4% basis, where many 
others of lesser merit actually have sold, 
it would mean an advance of 6 points. 
It is not the intention of the writer in 
any of these paragraphs to predict that 
any bond will advance any specified num- 
ber of points, nor indeed to predict any- 
thing at all. These comments are made 
merely by way of comparison in order to 
show the relative cheapness of some of 
these public utility bonds. 

The Pacific Gas and Electric 5s of 
1942 are gag a stronger and 
stronger position. They have been sell- 
ing around 87, thus yielding about 6%, 
but might easily rise to a 5% basis, with- 
out being any higher than many bonds 
of equal quality often sell. During 1914 
the company paid off its floating debt of 
$1,400,000, and called for redemption 
$1,000,000 of its outstanding notes. The 
total income of the year was $1,435,451 
greater than that of 1913, and the sur- 
plus for dividends was $3,645,666, 
against $2,723,044 for 1913. To sell on 
a 5% basis these bonds would have to 
rise more than 9 points. 

Utah Light & Power 4s of 1930, which 
are quoted around 77, yield 614% on the 
current price, and appear quite cheap. 
The company has recently not been do- 
ing so very well, but this is one of its 
underlying bonds and appears to be thor- 
oughly protected by assets. It would 
take a 12-point rise to bring the price 
up to a 5% basis, and even then the price 
would not be excessive for a bond of 
this type. 

One might of course pick out a great 
many public utility bonds of a more 
speculative character which would show 
promise of greater appreciation; but as 
a usual thing a bond which is selling on 
a 6% or a 7% basis has something radi- 
cally wrong with it. It is not really a 
secure investment, but rather a pure 
speculation, like common stocks ; and the 
aim of this article has been to point out 
some fairly secure investments of good 
promise. 
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Prospect for Early Resumption of Preferred Dividends 








Cities Service Company 


A Young and Growing Enterprise, Conservatively Capitalized but Short of 
Working Capital 








By STEPHEN T. PAINE 





GREAT many investors have thus 
far given no considerable thought 
to the bonds and stocks of the 

Cities Service Company and its subsidi- 
aries, and yet the company is a vast con- 
cern operating in many parts of the 
United States, and serving a huge popu- 
lation. The number of people served in 
one way or another exceeds 2,000,000, 
although this figure may perhaps include 
some duplications. This number is 
equivalent to more than half of the en- 
tire population as of 1790, and it exceeds 
by nearly 100% the population at the 
present time of any city in the United 
States excepting only New York and 
Chicago. The electric properties serve 
about 942,000 people, the electric rail- 
ways 518,000, the artificial gas works 
715,000, and the natural gas works 752,- 
000 people. 

That the company’s securities have 
not thus far attained even a wider popu- 
larity is due largely to the youth of the 
company itself. It was incorporated in 
September, 1910, as a holding company, 
to acquire the control of various public 
utility concerns operating in the North, 
South, East and West of the United 
States. Some of the principal subsidi- 
aries, and the localities in which they 
operate are as follows: 

Brush Electric Co., Galveston, Tex. 

Danbury and Bethel Gas and Electric 
Light, Connecticut. 

Denver Gas and Electric, Colorado. 

Empire District Electric, Missouri and 
Kansas, 

Carthage Gas Co., Kansas. 

Spring River Power Co., Missouri. 

Quapaw Gas Co., Oklahoma. 

Wichita Natural Gas Co., Kansas and 
Oklahoma. 

St. Joseph Railway, Light, Heat and 
Power, St. Joseph, Mo. 

This is by no means a complete list, 


but it serves to illustrate the great ex- 
tent of the company’s operations. In 
form or architecture the Cities Service 
Company is not open to the objection 
which conservative investors have 
brought against so many holding com- 
panies. This objection in general is that 
in the holding company form of organi- 
zation there is a tendency to pyramid the 
securities which make up the capitaliza- 
tion without permitting the investor to 
know the extent of the pyramiding, or 
the strength of the foundation upon 
which the pyramid rests. With this con- 
cern nothing of the kind has occurred; 
for the last annual report is given with 
so much clearness that one can easily 
see in just what manner the securities 
rest upon each other, and just how 
strong the foundation is. 


Reports Are Complete 


Otherwise expressed, there is no mys- 
tery as to either the aggregate net capi- 
talization in the hands of the public or 
the aggregate earning power of the 
whole system of companies. Both are 
clearly shown. The investor who buys 
the stock or bond of a holding company 
which does not disclose the earning 
power and the liabilities of its subsidi- 
aries is simply buying into a blind pool, 
and is about as discreet as the man who 
buys a piece of real estate without know- 
ing what it is, where it is, or whether 
the title is good. The Cities Service 
Company, however, has entitled itself to 
the public confidence by disclosing the 
gross, net and surplus earnings of its 
whole system of concerns, including it- 
self and its subsidiaries. It has further 
entitled itself to the same eonfidence by 
disclosing in like manner the assets and 
liabilities of the whole system of con- 
cerns. 

The net outstanding capitalization in 
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the hands of investors, as shown by the 
balance sheets, may be stated as follows: 
Subsidiary bonds in hands 

of public 
Subsidiary, pfd. stocks in 


$57,426,721 


ee 





hands of public........ 10,147,014 
Subsidiary com. stocks in 
hands of public........ 11,481,311 
Total subsidiary securi- 
ties, as above...... $79,055,046 
Cities Service convertible 
coupon notes .......... 7,000,000 
Cities Service preferred 
SEE Ive dovennascesiené 26,168,426 
Grand total net capi- 
eee $112,223,472 


The Cities Service common stock, 
amounting to $20,000,000, is not here 
included, use it was given as a bonus, 
is nothing but pure water, and has never 
been represented, even by the manage- 
ment, as being anything else. The prin- 
cipal danger to the investor in these 
holding companies is the danger arising 
from over-capitalization, and therefore 
it is important to examine carefully the 
question of capitalization. This may best 
be done by use of the method described 
on page 29 of the MAGAzINE or WALL 
Street for May 1. This method was in 
short to make tests by multiplying the 
earnings of the given company by the 
average ratio of true worth or value to 
earning power. It was observed, for 
example, that as an average the true 
value of the total capitalization of a typi- 
cal street railway, property is equivalent 
to 4.6 times its gross earnings, or to 10.9 
times its net earnings, or to its funded 
debt plus 15.0 times its surplus earnings. 

Applying this method to the Cities 
Service Company involves rather com- 
plicated figuring, because the company’s 
income is derived from four different 
branches of business, each of which has 
a different operating ratio and different 
operating conditions. Hence, we may 
eliminate all the technicalities of the fig- 
uring and come at once to the: \conclti- 
sions. In so doing it must be noted that 
consideration has been given to these 
four different branches of business, and 
to the fact that some of them may prop- 





erly be capitalized much higher in pro- 
portion to earnings than others. Of 
these four branches the natural gas busi- 
ness may properly be capitalized the 
highest (meaning thereby the largest 
amount of capitalization per dollar of 
earning power), the artificial gas busi- 
ness next, the electric light and power 
business third, and the street railway 
business the lowest. There is a degree 
of uncertainty in the calculation, because 
of not knowing just how much gross and 
net income is derived from each of these 
branches of busitiess; and it is here as- 
sumed that the street railway business 
produced a gross revenue of about $5,- 
434,200 out of the grand total of $19,- 
093,654. 


Not Overcapitalized 


In brief, judging from the usual rela- 
tion of true values to gross earnings, the 
net aggregate capitalization of this whole 
system of companies ought to be worth 
about $103,674,900. Judging from the 
same relation of net earnings to true 
values the estimated worth is $103,045,- 
400; and judging from the relation of 
true stock values to surplus earnings, 
the aggregate capital stocks in the hands 
of the public of both parent and sub- 
sidiary concerns, eliminating duplica- 
tions, should be worth $65,784,000, or 
thereabouts. Adding to this the net 
bonds and notes of 426,700, the in- 
dicated total worth, according to surplus 
earnings, figures out $130,210,700. 
Here are three estimates, the first based 
upon gross, the second upon net, and the 
third upon surplus earnings; and aver- 
aging the three, the final estimate of the 
true value of the net capitalization of 
the whole system of companies is $112,- 
277 ,000. 

Of course this method of testing is 
not infallible, but at the same time ex- 
perience has demonstrated that the in- 
vestor who is guided by it will not only 
avoid the losses which are so often made 
through pinning one’s faith to appraisals 
of physical assets, but will also be suc- 
cessful most of the time. Now, it is a 
significant coincidence that this estimate 
or true valuation of $112,277,000 is al- 
most the exact equivalent of the net par 
capitalization of $112,223,472—the la*- 
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ter excluding the common stock of 
course. If one is going to include the 
common stock, he should place it at its 
market price, and do likewise with the 
preferred. In that case the net capitali- 
zation of the whole system is $112,417,- 
786, figuring the common at 52 and the 
preferred at 61. In brief, the Cities 
Service Company and its subsidiaries 
taken together are capitalized for exactly 
what they are apparently worth. Fur- 
thermore, the market value of their cap- 
italization placing all the bonds and 
notes at par, and the subsidiary stocks 
in the hands of the public also at par, 
is the exact equivalent of the estimated 
true worth of the whole outfit. 

Here, then, is a public utility holding 
company which must be adjudged not 





guilty of the sin of overcapitalization. 
The common stock was not represented 
to have any physical value behind it. 
However, under the actually existing 
conditions, even the common is not water 
now. That is to say, the preferred share- 
holders paid cash for the preferred, and 
received for that cash common and pre- 
ferred stocks having an aggregate par 
value of $46,168,426. However, the 
price they paid was somewhat less than 
the par value of the preferred issue, 
which was $26,168,426, and this was all 
the value they got or expected to get. 
Now, the aggregate market value of the 
two classes of stocks even at present 
quotations is $26,362,740, which is all the 
shareholders paid for these stocks. In 
other words, events plus the peculiar 











ways of the Wall Street market, have 
clipped off a substantial part of the sup- 
posed value of the preferred stock and 
assigned it to the common; but the ori- 
ginal investor still has his money’s worth. 

When the preferred gets to paying 
dividends again, and sells up somewhere 
near par, this investor is likely to have 
more than his money’s worth. Neither 
is it lack of earning power that prevents 
the issue from paying dividends. In 
1914 even the common earned 11.28 per 
cent., as compared with 10.71 in 1913, 
9.29 in 1912 and 8.23 per cent. in 1911. 
The trouble lies in the lack -of working 
capital and in the high cost of new cap- 
ital. This company is not affiliated per- 
sonally or otherwise with either of the 
two most powerful groups of financiers 
in New York, and some believe that this 
is one of the reasons why it cannot read- 
ily obtain a suitable amount of working 
capital at a moderate cost. In any event, 
persons very close to the management 
are of the opinion that when the con- 
vertible notes were floated in May, 1913, 
the bankers’ commissions were so large 
that the cost of the capital to the com- 
pany for the whole five years was raised 
to about 8% per cent. Now, it does not 
pay to do new financing on any such 
basis. 


Short of Working Capital 


Meantime until the company has more 
working capital it must accumulate its 
earnings instead of paying dividends. 
The current assets as shown by the con- 
solidated balance sheets of the subsidiary 
companies were apparently only $8,646,- 
606 December 31, as compared with cur- 
rent liabilities of $6,920,420, so that the 
net current assets of the subsidiary com- 
panies aggregated $1,726,186. Mean- 
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time the parent concern itself had ap- 
parent current assets of $3,734,364 and 
current liabilities of $4,196,774, so that 
its net debt was evidently $462,410. 
These statements are not made positively 
because it is impossible to know with 
certainty just how to treat some of the 
items. However, the pith of the matter 
is that the whole system of companies 
apparently had a net working capital of 
only $1,163,776; and this is quite too 
small a capital for a company doing such 
a large business. 

Businesses of this type require a real 
net working capital equivalent to about 
one-third of the gross income in order 
to operate with economy and efficiency. 
This means that the Cities Service sys- 
tem ought to have a total working capital 
of about $6,360,000, instead of $1,160,- 
000. It therefore needs approximately 
$5,200,000 more liquid capital than it has. 
At the rate surplus earnings are accumu- 
lating in the treasury, it would not take 
many years to supply this; but it is not 
likely to be necessary to wait and accu- 
mulate the capital out of earnings. The 
company has in the treasury more than 
$13,000,000 of subsidiary bonds, which 
in a good investment market can be sold 
to the public. It would require less than 
half of this amount to supply all the 
needed capital and place the manage- 
ment in a position to resume preferred 
dividends at once. 

In short, all it needs to put Cities Serv- 
ice preferred on a dividend basis is an 
investment market broad enough so that 
the management can market some of 
these bonds. Furthermore, it may be 
remarked in passing that all of these 
subsidiary bonds are good sound issues, 
while about half of them may literally 
be termed high grade. 
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Notes on Public Utilities 





American Lt. & Traction Co.—ANNUAL 
REPORT for the year ended March 31 
shows net earnings of $4,397,943 as com- 
pared with. $4,291 in 1914. The balance 
available for common stock was equal to 
22.54% as compared with 24.11% in previous 
year. 

American Public  Utilities—E1IGH T 
MONTHS’ REPORT for period ended 
March 1 indicates a slowing down of busi- 
ness eg earnings have not suffered in 
all parts of the company’s property. Yet 
the eight months’ balance available for re- 
newals and dividends on common stock 
were equivalent to an annual rate of 6.5% 
as compared with 4.69% for the year ended 
June 30, 1914. 


American Telephone & Telegraph—NET 
EARNINGS are showing relatively y 
expansion than gross. Gain in gross for 
this year is running at rate of 3%% while 
the gain for net is almost double this 
amount. For four months ended May 1 
understood surplus almost $1,000,000 ahead 
of last year for the same period. 


Brooklyn Rapid Transit—MAY EARN- 
INGS declining. Decline not serious. It 
is customary to have such decline in fine 
spring weather, 

Cities Service —GAINS in earnings being 
shown. In preceding months of current 
year gross earnings have been running be- 
hind those of corresponding months of 1914 
but April shows substantial gain. But be- 
cause of increased expenses net declined 
somewhat. Gross for 12 mos. to May 1 
were $3,946,539. Balance for stocks $3,- 
342,265. Divs. on pfd. were earned 2.07 
times. Remainder for common equal to 
11.37%. 

Federal Light & Traction—GROSS 
EARNINGS for six months ended Mar, 31 
showed a gain of 1.9% while net increased 
14.6% and surplus 27.7% over the corres- 
ponding period of the previous. year. For 
9 mos. ended Mar. 31 net increased 11.1% 
and surplus 15.2% compared with the cor- 
responding period previous year. 


Georgia Ry. & Pr—EARNINGS for first 
quarter show soundness in south despite 
adverse conditions. For first quarter Co.’s 
gross increased 10.32% over ist quarter 
1914. Net increased 743%. Gains expected 
to continue over year. 


Havana Electric.—REPORT for 1914, 
third year of operation, shows gross $5,- 
396,714 compared With $5,417,054 in 1913. 
Net was $2,903,511 compared with $2.944,- 
189 in 1913. Balance available for dividends 
$1,809,371 compared with $1,848,103. De- 
crease in gross caused by plague rumors 
resulting in restricted travel in certain 
zones of city. 

International Traction. —GROSS for 1914 
was $6,760,581, an increase of $66,138 over 


1914, while net earnings were $2,735,148, an 
increase of $131,378. After providing for 
the regular preferred dividend the balance 
was equivalent to 7.11% on the common 
stock compared with 6.99% in 1913. 
Louisville Gas & Electric—-PREFERRED 
STOCK expected to receive 4% in the cur- 
rent year instead of the usual 6%. The 
company suffered from the general depres- 
sion in all industries in that territory, For 
the year of 1914 the company lacked $184,- 
039 of earning its full preferred dividend. 


Massachusetts Electric Co—EARNINGS 
for nine months disappointing. Indications 
for this period are that for the fiscal year 
to end June 30 there will be about 3.5% 
earning for the $24,119,000 preferred stock. 
In the first 9 months gross increased but 
very slightly while net decreased. Esti- 
mated that net for full year to June 30 will 
be about $154,000 less than preceding year. 


Michigan Railway Co.—REGULAR serv- 
ice on its Grand Rapids-Kalamazoo begun 
May 18. Company intends to extend the 
line southward in future. 

Montreal Light, Heat & Power.—FIS- 
CAL YEAR ended April showed company 
was able to maintain its position, For the 
11 mos. of the year gross earnings increased 
$279,329 over corresponding months pre- 
vious year, while net earnings were larger 
by $182,355 and the surplus after charges 
was $3,004,901 as compared with $2,821,508 
for the 11 mas. ended March 31, 1914. 


New York Railways—SURPLUS after 
charges for nine months ended March 31 
showed company about $125,375 behind last 
year’s figures of surplus. Surplus for the 
nine months equal to about 2% on the ad- 
justment bonds. Passengers carried for 
the nine months were 5,452,714 below last 
year same period. This was due to general 
conditions. 

Pacific Gas & Electric—PRELIMINARY 
REPORT for the fiscal year ended Decem- 
ber 31 last shows that for the year after 
making a depreciation charge of $1,000,000 
a decrease of $462,463 from that of 1913 
there was shown 4.6% on the common 
stock. Gross operating revenue increased 
$1,043,682 and net earnings from operation 
increased $1,460,967. The surplus after tak- 
ing care of all interest amounted to $1,145,- 
871 more than that reported for 1913. Ex- 
pected that 1915 will show as large a gain 
as 1914 showed over 1913. New customers 
expected to add $1,000,000 to net. 


Philadelphia Co. — EARNINGS give 
promise of continuing at the rate that will 
permit cash dividends of 6%. Figures for 
March for all companies indicated improv- 
ing earnings. 

Portland Ry. Lt. & Pr—EARNINGS 
for the 12 mos. ended Feb. 28, last showed 
gross decrease by $681,027 or about 10% 
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from the figures of the previous year. Net 
earnings were 17.4% less than same period 
last year, and the surplus after anon 
52.9% less. Earnings for the 12 mos. ended 
Feb. 28, 1915 were at the rate of 26.20% on 
the new first preferred stock, 20.20% on the 
new second preferred stock and after pro- 
viding for dividends on both these issues 
at the rate of 1.77% on the $20,000,000 com- 
mon stock which will be outstanding after 
the readjustment of the capitalization is 
completed under the plan soon to be voted 
on by stockholders. 


Richmond Lt. & Ry.—SURPLUS for the 
year ended Dec. 31, 1914 earned as com- 
pared with a deficit shown for the year 
1913. The year was much better than 1913. 
Co. is making many extensions and better- 
ments to its property, which will enable to 
still further reduce operating costs. 


Southwestern Pr. & Lt—GROSS EARN- 
INGS for the 12 mos. ended Mar. 31 were 
$2,868,575, an increase of $465,496 or 19% 
over the corresponding 12 mos. Earnings 
generally continue to show gains. 


Southern Utilities Co—EARNINGS for 
12 mos. ended Mar. 31 were, gross $1,068,- 
530, a gain of 13.83% over the preceding 12 
mos. with net earnings $290,499, an increase 
of 25.85%. Net earnings were about five 
times the bond interest for the year and 
almost three times total interest of all 
kinds. After providing for preferred divi- 
dends _here was a balance of $85,486 for 12 
mos. ended Mar. 31, 1915, as compared with 


Sr i the twelve months ended Marci: 


Twin City Rapid Transit—GROSS 
EARNINGS for first three months of 1915 
were about 45% larger than for the three 
months of 1914, an increase in both operat- 
ing expenses and taxes and a slight in- 
crease in fixed charges resulted in a balance 
for the common stock of less than 3.75% 
than for the corresponding quarter of the 
previous year. 

United Gas & Electric Corp.—N EGOTI- 
ATION said to be under way in which 
New England bankers will acquire from 
United Gas & Electric Co. of New Jersey 
a subsidiary of United Gas & Electric Corp., 
of Conn., its entire holdings of the common 
stock of the Hartford City Gas Light Co. 
which serves Hartford and surrounding 
country. Dividends of 14% on the Hartford 
stock are said to have been paid in 1914. 

United Railways o Francisco.— 
DIVIDENDS on the first preferred stock 
totaling $5,000,000 ordered to cease by Cal. 
R. R. commission in the absence of any plan 
offered by the company for the restitution 
of $1,096,000 withdrawn from the treasury 
by Co.’s former president for land ventures. 
All this preferred stock is owned by a sub- 
sidiary of the United Rys. 

Utah Power & Light—OUTLOOK for 
the current year excellent. Appropriations 
of $1,000,000 for improvements made. Much 
of this money will be spent on rebuilding 
and renovating present property and little 
will go for expansion. 


J 








Public Utility Inquiries 





Public Ownership in California—Com- 
monwealth Power 


I notice you say the low price of the 
securities of Southern California Edison is 
probably because of agitation of public 
> Suppose this does occur, what 
effect will it have on the common stock? 
What is the stock worth in the New York 
market? 

How do you consider the securities of 
the Commonwealth Power & Light Co., 
preferred and common?—W. T. 

If public owner? agitation should suc- 
ceed in lower California, the authorities 
could not take over the properties without 
grove compensation to all security holders. 

or the time pom J your stock is affected, 
but we de not think you should fear serious 
consequences. We would not advise a hasty 
disposal of it. An increase in the bonded 
debt will have the effect of increasing 
charges to be met before dividends are 
shown for the stock, but on the other hand, 
where new bonds are issued for improve- 


ment purposes this is generally offset by 
additional earning power created. The 
stocks are quoted in the New York market 
74 bid, and 78 asked for the common, and 
89 bid, 92 asked for the preferred. 

The bonded debt at latest report for the 
year 1914 was $16,794,000. On December 
31, 1914, there was outstanding $10,400,000 
common stock and $4,000,000 preferred 
stock. They are both paying 6%. The 
company has a very large margin of safety 
for its bonds. 

We regard the preferred stock of the 
Commonwealth Power, Railway & Light 
Co. as an investment of merit. It has a 
large margin of safety; that is, there was 
more left over in 1914, after paying the pre- 
ferred dividend than that dividend called 
for. The requirement was $960,000 for this 
dividend, whereas $1,283,734 remained after 
its payment. There being $15,500,000 com- 
mon stock outstanding, you can see the 
remainder was equal to about 8% on the 
common, which is a very fair margin of 
surplus, 
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Am. Gas & Electric—Central States 
Electric 


G. C.—American Gas & Electric common 
is quoted around 90% bid, 93 asked. We 
see nq particular reason for selling this at 
present. Central States Electric common 
is quoted around 20. This latter appears to 
be a security of no particular promise, which 
means there is no especial reason why it 
should be held. You could easily use what- 
ever you would get from the sale of the 
stock in some other security that has larger 
chances of appreciation, and thereby get 
back some of your loss. 





Philadelphia Rapid Transit 


R. G—We think little of Philadelphia 
Rapid Transit stock. The earnings are not 
sufficient to create a margin of safety for 
the security, and the question of dividends 
seems in the dim, distant future. As indicat- 
ing this point, the balance after fixed 
charges for the nine months ended March 
31, last, was only $174,101. 





American Public Utilities 


R. J.—The drop in American Public Utili- 
ties common stock is due to the passing of 
the dividend last year. The statement of 
the directors, when they passed the divi- 
dends was as follows: 

In view of the present general financial 
depression, the board felt that the interests 
of all concerned would be best conserved 
by not declaring the usual quarterly divi- 
dend on the common stock. 

At the breaking out of the European war, 
the company had undertaken certain large 
construction work, particularly at Indian- 
apolis, some of which could not be post- 
poned. 

At the usual time for declaration of quar- 
terly dividends, owing to disturbed financial 
conditions, the board was not certain that 
these construction operations could be car- 


ried forward without using funds available 
for dividends. 





Pacific Telephone and Telegraph 


D. L.—We regard the price of Pacific 
Telephone & Telegraph (35) entirely out 
of line with the intrinsic value of the stock 
as indicated by the figures. While the 
amount of surplus left over each year avail- 
able for the common is rather negligible, 
it comes about through the enormous de- 
preciation reserves taken out of income be- 
fore surplus is shown. On the showing of 
the figures, there must be built up, back of 
this stock, a big equity in property value, 
which ought, sooner or later, show itself in 
the appreciation of the stock. 

As the American Telephone & Telegraph 
Co. controls this company absolutely, and 
apparently is in no hurry to put dividends 
on the stock, it looks like a tug-of-war be- 
tween the minority stockholders and the 
big Telephone company. It looks like a 
question of wearing out the patience of the 
stockholders. 

Recently the parent company made an 
offer of two shares of its stock for nine 
shares of Pacific Telephone & Telegraph, 
and apparently quite a few stockholders did 
not accept. 





Federal Light and Traction 


F. B.—Federal Light & Traction preferred 
is likely to come back to its original quota- 
tions some day, but that day will be quite 
some time off. It has had a lot of hard 
luck with its properties throughout the 
countries; the Colorado coal strike; the jit- 
ney busses, and difficulties of one kind or 
another, which, in turn, have affected the 
earnings severely. ‘ 

Sanderson & Porter, a large firm of engi- 
neers, have the property in hand in a sense, 
and are trying to a it back to good 
health. If you are willing to hold your 
stock for this long pull, you will probably 
come out all right. 





The Partial Payment Plan 





Its Advantages 


It enables you to purchase a high-grade 
security easily and safely. 

It gives stability and concreteness to your 
savings. The acquirement of actual stock- 
iret or bonds is a tangible proof of 
thrift. 

It puts your money to work, earning for 
you all the time. Also gives you a higher 
rate of interest, and enables you to turn 
the capital so employed into cash at any 
time. 

It distributes your earnings over a wider 
area. You have your eggs in different bas- 
kets. This naturally increases the safety of 
your investment. . 

It is so easy. A ten-dollar bill starts you 


on the way to a competence—From the 
Partiat Payment Booklet issued by Harris, 
Winthrop & Co., New York Stock Ex- 
change members, 15 Wall street, New York. 





What to Buy 


What to buy on the partial payment plan 
is fully as important to many conservative 
investors as means ommeyet. In their 
on Partial ents, Messrs. Degener 
& Burke, New York Stock Exchange members, 
20 Broad street, New York, have taken up 
this phase of the subject. They present com- 
binations of, rails and industrials, their cost, 
yield, etc. Booklet will sent gratis upon 
request for Booklet E. 

















Railway and Industrial Stocks 





The Market Outlook 


The War Prospect—Foreign Trade—Better Steel Conditions—Sluggishness of Bonds 


HILE the relations between this 
country and Germany, pending 
the receipt of Germany’s reply to 

Wilson’s note in regard to submarine 
operations, have acted as a damper on 
speculative enthusiasm, there is never- 
theless noticeable considerable accumu- 
lation of the best class of stocks by strong 
investors who would be perfectly willing 
to carry their holdings through a mod- 
erate decline if it should come. 

The war stocks also, logically enough, 
have advanced again. The entrance of 
Italy into the war is regarded as likely 
to increase the demands made on us for 
war material, and even the possibility of 
trouble between the United States and 
Germany would scarcely be a bear argu- 
ment on this class of stocks. 

The declaration of war by Italy is also 
a legitimate bull argument as probably 
tending to shorten the war, for it seems 
clear that only the complete exhaustion 
of Europe can bring the colossal strug- 
gle to an end, and the more countries 
are fighting the quicker such exhaustion 
must come. 

The German reply may put an end to 
our suspense before this is in print. At 
this writing it is hard to see how she can 
comply with our demands. The only 
form of naval warfare left to her is the 
use of submarines These have proved 
of little avail against the Allies’ navy, 
but they have made some impression on 
British commerce. If their use is to be 
continued against commercial vessels, it 
is difficult to see how Germany can stop 
to ascertain whether there are American 
citizens aboard every ship before it is 
attacked by a submarine. The very na- 
ture of submarine warfaré makes this 
impossible. 

Moreover, Germany -has little practi- 
cal benefit now to gain from the friend- 
ship of the United States. Even if we 
were to declare war upon her, our tri- 
fling army would form no perceptible 
. addition to the forces of the Allies, and 
our navy could not get access to German 
ships or ports. Until Italy joined in the 


war, Germany was able to get some sup- 
plies from us by way of Italy and Switz- 
erland, but now that route is cut off, so 
that she can get practically nothing from 
us, no matter what our attitude may be. 
If she gives up the use of submarines 
against British commerce in response to 
our request, she would gain no com- 
pensating advantage. 


4 * * 


The decline of foreign exchange here 
to a new low point for forty years shows 
the difficulty Europe is having in paying 
for its big purchases from America. 
The large French war orders have had 
an especially powerful effect in this di- 
rection. The result has been the re- 
ceipt of $7,000,000 gold direct from 
Paris, and several million have come 
from Ottawa. 

Of course this is only a small fraction 
of what would be required to even up 
the account. In the meantime Paris has 
sent $40,000,000 gold to London and 
$60,000,000 more is to be sent. In re- 
turn, France will be given a credit of 
$300,000,000 at London. There can be 
little doubt that London will pass a part 
of this credit on to New York, though 
definite arrangements to that effect have 
not yet been announced. It is reported 
that J. P. Morgan & Co. will act for 
London in maintaining the exchange 
rate here by purchases as may be neces- 
sary. The Morgan house will not con- 
firm this, but they have been liberal buy- 
ers of exchange at the recent low figures. 

There is about $70,000,000 of gold 
still at Ottawa. Evidently the Bank of 
England must release this to New York 
or else arrange the special credit which 
has been so long rumored. In view of 
the Bank of England’s need for gold, 
however, it seems almost certain that the 
foreign trade situation will be balanced 
by loans by New York to England and 
to other foreign nations. We now have 
a superabundance of facilities for creat- 
ing credit here, and a large part of this 
credit will perhaps be used by outside 
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countries instead of all going to the ex- 
pansion of American trade, as hereto- 
fore in our history. 

We cannot reasonably expect large im- 
ports of gold at a time when we already 
have more gold than we need, while Eu- 
ropean supplies of gold are very small in 
proportion to the credits that are being 
granted there. The placing of very 
large war orders in Canada—estimated 
at $425,000,000—is undoubtedly for the 
purpose of enabling England to retain 
gold. Canada is within the scope of the 
British money market, and payments 
there can be made in paper without the 
movement of gold. It is very possible 

iat a part of the $300,000,000 of French 
:reasury bills taken by London, as men- 
tioned above, may be taken over private- 
ly by American bankers to aid Europe in 
settling its big balance on this side. 

The whole foreign trade situation is 
exceedingly complicated. Europe needs 
our horses, food supplies, ammunition, 
etc., most desperately; but every effort 
will be made to pay for them without 
sending us more gold than is absolutely 
necessary. 

* * * 


One of the most cheering develop- 

ments of recent weeks is the decidedly 
better tone of the steel industry. We 
have elsewhere called attention to the 
fact that the price of iron is beginning 
to harden and that tendency has now 
continued for a couple of months. We 
see no reason to doubt that the general 
movement of the price of iron will now 
be upward for some time to come. How 
rapid that movement will be must of 
course depend on future developments, 
but in view of the very low price of the 
metal now and the long time during 
which low prices have ruled, the next 
broad swing of the price must be up- 
ward. 
_ Unfilled tonnage of the U. S. Steel 
Corporation declined somewhat during 
March and April, but it seems probable 
that some increase will be recorded for 
May. The corporation is operating at 
about 75 per cent. capacity. This is an 
increase of about 5 per cent. during 
May. 

Iron production has been growing 
steadily since last December. Produc- 
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tion for that month was only 1,516,000 
tons. For April it was 2,116,000 tons— 
an increase over March, as predicted in 
this column. 

These movements of production and 
prices have been merely a repetition of 
the history of every period of dullness 
in the iron and steel trade. Iron pro- 
duction always begins to increase before 
prices begin to rise—in fact, while they 
are still falling. Then as production 
continues to grow, prices fall in line and 
catch the upward swing. 

All the signs foreshadow increased 
activity in this basic industry. “War 
orders” are requiring a considerable 
tonnage of steel; but the main part of 
the business will of course be domestic. 
So far that has not increased as rapidly 
as had been hoped, but that it is on the 
up-grade seems clear. 


*x * * 


Bonds have not as yet risen with 
stocks. An average of 25 high-grade 
railroad bonds is now only about three 
points above the low of 1914 (if we dis- 
regard the exceptional prices made over 
the counter while the exchange was 
closed.) Some people consider this a 
bear argument on stocks. Certainly, it 
is one bear argument, for it shows a 
dearth of long-time investment capital ; 
but we believe stocks will in part 
break away from the influence of 
bonds and go their own way. The value 
of stocks depends on earnings as well as 
on the money market, and better earn- 
ings will warrant higher prices, even 
though scarcity of capital keeps bonds 
low. And we do not believe that the 
level of bond prices will decline, in spite 
of Europe’s gigantic financing. We are 
probably in for a period of low bond 
prices, but having already dropped so 
far and over such a long period, bond 
prices are probably now near rock bot- 
tom, so that no further serious break 
need be anticipated. 

While the general investment situation 
is sound, and any further decline should 
be looked upon merely as an opportunity 
to buy stocks cheaper, the market does 
not at the moment give any indication of 
resuming the recent bull movement. A 
period of dullness seems probable, with 
only minor fluctuations. 














Effects of Southern Depression on Fertilizer Stocks 





THE FERTILIZER STOCKS 


Virginia-Carolina and American Agricultural Chemical Compared 





By N. N. MERRIMAN 





HE deferring of the regular quar- 
terly dividend on the preferred 
stock of the Virginia Carolina 

Chemical Company last December, was 
a shock to the financial community at 
large. The company had paid its pre- 
ferred dividend without interruption 
from the time of its incorporation and 
the stock was regarded as one of the 
best of American industrial preferred 
issues. 

The Virginia Carolina Chemical Com- 
pany and the American Agricultural 
Chemical Company are the two largest 
fertilizer companies in the United States. 
The common stock of the Virginia 
Carolina Chemical Company has paid 
dividends in thirteen out of the nineteen 
years of its existence. The American 
Agricultural Chemical Company has been 
in existence since 1899, but has paid divi- 
dends on the common stock in only four 
years of this period. Nevertheless, the 
common stock dividend of the Agricul- 
tural Chemical Co. was not even reduced 
in the last year, although the Virginia 
Carolina Chemical Co. was obliged to de- 
fer disbursements on the preferred. 

The reason for this difference in the 
earnings of the two companies is largely 

phical. The Virginia Chemical 
Somers factories are almost all located 
in the Southern cotton growing sections. 
The American Agricultural Chemical 
Company’s factories are located in many 
different states, and it is probable that not 
20 per cent. of its entire fertilizer produc- 
tion is sold in the cotton belt. 

On the other hand the Virginia 
Carolina Chemical Co. sells approx- 
imately 90 per cent. of its entire fertilizer 
production in the South, and the company 
naturally suffered very severely because 
of the tremendous break in the price of 
cotton and the resulting business depres- 
sion which affected the entire South. 

The farmers who buy fertilizer, as a 
rule, make arrangements to pay for it 


after the crop has been sold. The per- 
centage of Western farmers who adopt 
this practice is large, but in the South it 
is still larger. Any general balance sheet 
of a fertilizer company will show a big 
item of accounts receivable. These ac- 
counts are usually very good as the com- 
panies are careful to take a mortgage on 
the crop in case the farmer’s credit is not 
high grade. But in 1914, the Southern 
cotton planters were unable to pay more 
than 20 per cent. to 25 per cent. of the 
amount due for fertilizer. Of the remain- 
ing 75 per cent. of accounts receivable a 
much larger proportion than normal will 
be uncollectible. Losses from bad ac- 
counts will probably be five times as great 
as has been the case in the past. Of 
course no great proportion of the entire 
amount due the company will remain un- 
paid, but it will probably take two or 
three years to obtain payment for a large 
part of the material sold in 1914. 

Owing to the phenomenal prices ob- 
tained for the largest wheat crop in the 
country’s history and the generally satis- 
factory prices obtained for all other im- 
portant commodities, the collections of 
the American Agricultural Chemical 
Co., in all districts except the South, ha've 
been most satisfactory. Furthermore, 
the outlook for the coming year should 
be very good, as the continuance of the 
war is assuring good prices for wheat, 
corn, oats, rye, etc. The prosperity of 
the great majority of the farmers in this 
territory should enable the company to 
report, in its next statement, a more satis~- 
factory proportion of cash sales to .ac- 
counts receivable than has been the case 
in the past. The outlook for earnings 
for this fiscal year is for net earnings 
about 70 per cent. of those shown. last 
year, but in view of the large surplus 
accumulated in the past few years, the 
dividend should not be in danger. 

It is fairly obvious, then, that the out- 
look for the business of the American 
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Agricultural Chemical Co. for the com- Carolina Chemical Company consists of 


ing fiscal year is by no means bad. Such 
is not the case with the Virginia Carolina 
Chemical Company’s fertilizer business. 
One might imagine that Southern mills 
could be utilized and their product ship- 
ped to other sections of the country. This 
is, however, not practicable. Fertilizer is 
a very bulky substance and must be 
manufactured in some location reason- 
ably close to the place of consumption. 
The margin of profit is comparatively 
small and charges for shipping to any 
far distant point would more than con- 
sume any profit. 

It has been generally estimated that 
the cotton acreage this year would be 
about 20 per cent. less than a year ago. 
Since the credit of the majority of South- 
ern farmers is greatly curtailed, this will 
probably mean that sales of fertilizer in 
that section will be less than 60 per cent. 
of what they were last year. 

It must be remembered, however, that 
about half of the business of the Virginia 


the manufacture of cottonseed oil. 


The 


price of cottonseed oil and the profit ob- 
tained through its manufacture depend 


on two factors: 


First, the size of the 


cotton crop; second, the price of animal 


fats. If the cotton cro 
price of cottonseed is 


is very large the 
w, as the cotton 


planters have a large surplus supply. If, 
in a year in which a bumper cotton crop 
is grown, the price of lard and other ani- 
mal fats is high, the profits obtained in 
manufacturing cotton oil are large. This 
is because the price of the latter com- 
modity is largely dependent upon the 
price of animal fats. 
price they are used in preference to cot- 
ton oil and the consumption of the latter 


decreases. 


If these are low in 


On the other hand, if animal 


fats are high, cotton oil is purchased in 
preference and this creates a good de- 


mand at higher prices. 


After the outbreak of the war there 
was a very serious falling off in exports 
of cottonseed oil, and up to date these 
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are not entirely satisfactory, although 
they have recently been showing a fair 
degree of improvement. The domestic 
demand last fall was satisfactory, largely 
because of the high price of lard and 
other fats. At the prices now being ob- 
tained for cotton oil there should be a 
very satisfactory profit, and it seems 
likely that this part of the Virginia Chem- 
ical’s business will make a much better 
showing in the present fiscal year than 
will the fertilizer department. 

Recent reports which have been cir- 
culated in the Street indicate that the 
officers of the company have been en- 
deavoring to find a use for some of their 
factories which have been running only 
part time. As the company manufactures 
various chemicals, it seems possible that 
changes may be made in certain plants to 
equip them for the manufacture of some 
of the chemicals which have heretofore 
not been made in this country but which 
have been supplied us by Germany. This 
may open up a new and profitable field 
for the company, but it will be a long 
time before anyone can judge what prof- 
its will accrue to the company as a result 
of this new departure. It is also said that 
the company has recently taken some 
large orders for the manufacture of pic- 
ric acid. This acid is used in the manu- 
facture of many important high explo- 
sives. It has never been made by the 
Virginia Carolina Chemical Company in 
the past, but it is readily conceivable that 
the company could make small changes 
in some of its plants which would enable 
it to manufacture picric acid. As quoted 
prices for picric are about twice normal 
prices, it can be seen that fairly large 
profits might accrue from its manu- 
facture. 

Past Earnings 

In considering the outlook for any par- 
ticular company and for its securities it 
is necessary to look at previous records 
of earnings, and at the general balance 
sheet of the company for some years past. 
Here the American Agricultural Chem- 
ical Company will show up to consider- 
ably greater advantage than the Virginia 
Carolina Chemical Company. 

At the close of the last fiscal year, the 
American Agricultural Chemical Com- 
pany reported notes payable amounting 


to $3,213,800. The average amount of 
notes payable outstanding in the last five 
fiscal years was $2,290,000. In February, 
1914, the company sold $7,000,000 deben- 
tures, thus clearing up all its floating debt 
and supplying it with ample working 
capital. 

At the close of the last fiscal year of 
the Virginia Carolina Chemical Company 
it had a floating debt amounting to near- 
ly $10,000,000. This had grown from 
about $3,000,000 for the fiscal year 1909- 
1910, and the average amount of notes 
payable outstanding in this period was 
$6,915,000. Just after the close of the 
last fiscal year the company sold $5,000,- 
000 convertible debentures, in order to 
retire a large portion of this debt. How- 
ever, it is more than probable that unfor- 
tunate occurrences of the last year will 
again make it necessary for the company 
to issue a large amount of commercial 
paper, which it will necessarily be slow 
in redeeming, because of the slowness of 
collections in the South. In other words, 
the additional working capital obtained 
through the sale of these debentures will 
remain tied up and the company will be 
unable to obtain the benefit expected at 
the time the bonds were sold. 

The credit of the company has been 
injured by the deferring of the preferred 
stock dividend, and in spite of the fact 
that this has now been paid in scrip, it 
would be difficult for the company to 
accomplish any further financing in the 
next year or two. It is more than prob- 
able that the next balance sheet will show 
an amount of floating debt entirely too 
large and which should be’ refunded. 
But much as this may be desired, it will 
probably be impracticable. 

From the foregoing, it can be seen that 
the prospects for the Virginia Carolina 
Chemical Company for the company year 
are by no means brilliant, but the open- 
ing up of new fields for the company’s 
operations may neutralize the bad effect 
on the fertilizer business of the company, 
resulting from the cotton conditions. 

On the other hand, the prospects for 
the American Agricultural Chemical 
Company for the next year are fair, and 
in view of the fact that this stock is now 
selling to yield about 8 per cent. on any 
money invested, the stock looks fairly 





























cheap. It is interesting to note that dur- 
ing the past eight years the American 
Agricultural Chemical Company has put 
back into the business, out of earnings, 
an amount equal to about $46 a share 
on the common stock. The Virginia 
Carolina Chemical Company has also put 
back a reasonable amount, the figure be- 
ing about $25 per share. This figure is 
always an important one for the investor 
to consider before making any purchases. 
Virginia Carolina Chemical is now selling 
at about $32, or only $7 a share more 
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than the amount put back into the busi- 
ness in this period. American Agricul- 
tural Chemical is selling around $51, or 
an amount only $5 in excess of the 
amount added to the surplus in the last 
eight years. 

It seems evident that around these 
levels, both of these stocks should be 
fairly attractive purchases for a long 
pull. The depression in the South is, of 
course, temporary, and with returning 
prosperity there, Virginia Carolina will 
get its share of business as heretofore. 





~ Margin of Safety for Dividends 
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American Woolen 


In the flood of war order talk American 
Woolen got in for some of the benefits. 
It was easy to see how the armies abroad 
would have use for great quantities of 
blankets and other goods of the com- 
pany’s manufacture. The latest figure 
of war orders received by the company 
is $8,000,000 or over. The amount is 
not authoritative but comes from good 
sources so it may be accepted as a rea- 
sonable figure. 

Out of its war orders it is also said 
the company will make something like 
$1,000,000 net in the first half of the cur- 
rent year. And to add further to the 
bullish news, the total of $2,500,000 is 
set as the company’s profits for this half, 
making it nearly sufficient for the whole 
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year’s dividend requirements on the pre- 
ferred stock. 

The company is operating around 80 
per cent. of capacity and is likely to keep 
on at a high rate for some time to come 
since the domestic business is now in full 
swing. 

The question is, what does all this 
mean for the stocks? It would seem 
that the company ought to conserve its 
profits to make up for two bad years, 
1913 and 1914, when deficits occurred 
after paying the preferred dividend. The 
showing for the preferred, however, looks 
as though its dividend will be maintained, 
with a good margin over. Having gone 
to 110 several years ago, it may go far 
toward that mark in a big upward on 
of the general market. At any rate, sell- 
ing in the eighties and paying 7 per 
cent. it looks cheap. 

The common around 30 has had a 
good rise but the potentialities of the 
preferred lap over into the common. It 
has been over 48 before. 


American Telegraph & Telephone 


At the present price of 122 this stock 
returns the investor about 6% per cent. 
This stock is one of those seasoned se- 
curities that everybody knows is good, 
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and in which the element of speculation 
does not enter seriously. The investor, 
therefore, who buys it now for appre- 
ciation must depend on general market 
conditions to push it to higher prices. 
When the market does move upward 
strongly this stock will be pretty sure to 
follow because it is of the gilt edge 
variety. 

Since the company is doing a business 
that bids fair to exceed some of its 
best years and is not in the least likely 
to reduce its dividend of 8 per cent., there 
is no reason why under favorable con- 
ditions it should not go to the price it 
touched in 1913, namely, 140. It touched 
153 in 1911. 

Earnings are running high and 
dividends assured. There is, therefore, 
a strong incentive to hold this stock. The 
foundation is there. It needs but the 
stimulus of market action and improved 
general conditions to give the holder a 
profit. The lowest price reached in nearly 
six years was 110 in 1913. 

The grasp that this company has on a 
large part of the telephone business of 
the country gives it a stability that is 
proverbial. The stock is one of the rock- 
ribbed investments of the list. 


New York Central 


There has been a great deal of guess- 
ing during the last year about this stock. 
en the company merged with its con- 
trolled company, the Lake Shore, there 
was nothing for the statisticians to do 
but to patch the earnings and figures of 
the two companies together and make 
their guess as to where the new com- 
pany was coming out. 

It is a big question iust how much 
better the combination is going to be 
than the original. The composite picture 
of the two looks a little better than the 
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one and no doubt, as time passes, operat- 
ing efficiency can be increased and ex- 
penses cut somewhat through consolida- 
tion of the organization. 

Depending upon the views of the 
statisticians who handled the figures, they 
made their guesses as to what the com- 
pany would earn for its stock. These 
guesses ranged as high as 9 per cent. 
But this figure can be discounted some- 
what. 

The Central did not do as much in the 
way of maintenance as it should have 
done for some time previous to the con- 
solidation, so now it has to use practically 
all it gets from the increase in freight 
rates, roughly about $4,000,000 for the 
entire property. 

A good estimate for the earnings on the 
stock for the current year would be be- 
tween 6 per cent. and 7 per cent. If it 
does as well as this and maintains its 
property as it should, the stockholders 
can feel satisfied. Earnings of 6% per 
cent. on the stock would be a margin of 
30 per cent. over requirements, which is 
not so bad. 

Comparisons are almost useless in this 
case. The property will have to be 
operating under the consolidated scheme 
for a time before comparative figures 
will be of much use. 


Pennsylvania 


This is one of the aristocrats among 
the stocks. Through good times and 
bad, whatever the neial or political 
weather, dividends are earned with a 
good margin. It is the cumulative effect 
of a policy pursued through many years 
of putting a dollar of earnings into the 
property for every dollar paid out to the 
stockholders in the form of dividends. 

The figures are so enormous and so 
highly satisfactory that it is almost useless 
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to put them down in a study of the stock. 
It is sufficient to say that the road gen- 
erally earns its fixed charges around 2% 
times and shows around 9 per cent. 
earned for its stock, and all this after 
taking the very best of care of its prop- 





erty and putting aside everything for 
all needful purposes. 

It may be a long time, if ever, before 
the stock goes to 170, its high price in 
1902, when it returned about 3% per 
cent. on the investment, but the investor 
who has the patience can hope to see it 
sell in the neighborhood of 125 whenever 
the whole market moves up proportion- 
ately. As a matter of fact, until 1912, 
every year for thirteen years the stock 
went to 130 or higher. Its present price 
is high enough considered from the stand- 
point of yield for the investor, who gets 
about 5.66 per cent. out of it. But like 
all stocks of its class, it gets in on a 
large upward market almost out of pro- 
portion. 
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Available for distribution to investors on request, accompanied by mention of 
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Diversify Your Investments 

Under the title of “The National In- 
vestor” Spencer Trask & Co. have issued a 
short talk to investors giving this subject 
plain and practical treatment. They also 
are distributing a well selected list of rail- 
road and industrial stocks, accompanied by 
a few remarks of interest. 


Hudson & Manhattan Railroad 


Investment booklet No. 2, by Harvey 
Fisk & Sons, 62 Cedar street, gives a thor- 
ough discussion of this company’s property, 
finances and securities. With maps and in- 
teresting cuts a complete understanding of 
the company may be had. 








Common Sense in Bond Buying 

In “Bond Talk,” the monthly pamphlet 
of A. H. Bickmore & Co., 115 Broadway, 
New York, there are some practical pointers 
on this important aspect of investing. 


Analytical Railroad Studies 
_A very thorough treatment of the finan- 
cial and physical position of both the Mis- 
souri, Kansas & Texas and the Rock Island 
is given in separate oon prepared by 
L. M. Prince & Co., 20 Broad St., New York. 








For Traders in Sugar 


Some pertinent facts about the whole 
question of sugar production and its com- 


mercial aspects are er in a pamphlet dis- 
tributed by Renskori, Lyon & Co., 33 New 
street, New York. 


Growth of 5c and 10c Stores 
The stability, popularity and profitable 
nature of this line of business is taken up 
in an interesting manner and illustrated b 
— by Charles E. Merrill & Co., 71 
roadway, New York. 








The Purchase of Preferred Stocks 

“Why We Advocate the Purchase of the 
Preferred Stocks of Industrial Corpora- 
tions” is the title of a folder issued by 
Arthur Lipper & Co., Exchange place, New 
York, who believe this class of security 
especially attractive. 





Explains the Nature of Bonds 
In the form of a glossary on bonds, J. 
Frank Howell, 52 Broadway, New York, has 
compiled a booklet giving some funda- 
mental information for investors. The 
salient features of various bonds are de- 
scribed. 


Investment Education in Tabloid Form 

Under the caption of the “Invyestors’ 
Magazine,” S. W. Straus & Co., icago, 
Ill, publish monthly a meaty little maga- 
zine dealing with practical questions of in- 
vestment. To a considerable extent it bears 
on bonds based on rea) estate. 
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What I Would Do With $1000 





By FREDERICK LOWNHAUPT 





The sollowing is the second of a series of short articles on the investment of a 
definite amount of money. The first took up $500; the third will consider 
$2500, etc., up to $25,000. The numerous inquiries that have come to the 
writer's desk asking for suggestions along these lines have prompted conver- 
sations with such persons as are mentioned. It has seemed worth while to 
broaden the scope of their views in this form. 





If I Were a Business Man 


In the last issue, I said I would use 
my first $500 to get a little more income 
than someone else less favorably placed. 
Therefore I could venture somewhat be- 
yond 6 per cent. This would give me 
quite a list of securities from which to 
select. I need not be really conservative 
with the first $500; and if not with that 
certainly less with the second $500. 
With my first $500 I decided to buy 
either one bond that had in it some 
chances of appreciation and yielded 
something more than a conservative in- 
come, or several of the better class 
stocks that return a substantial income. 
I consider that in the form of a bond 
this money would be like a secondary 
reserve, since I could sell it at any time, 
or borrow on it if the necessity arose. 
The bonds that I chose to pick from 
were the following: 

Denver & Rio Grande Ist 4s, 1936. 

Mobile & Ohio 4s, 1938. 

Third Ave R. R. 4s, 1960. 

Montana Power Co. 5s, 1943. 

Lackawanna Steel 5s, 1923. 
and the stocks were: 

Atchison. 

Delaware & Hudson. 

Great Northern Pfd. 

New York Central. 

Northern Pacific. 

Remembering that my position is 
most advantageous, because I have a 
business that steadily gives me a surplus 
available for investment, I can put my 
second $500 into securities of a little less 
merit than those bought with the first 
$500. Therefore, I would not put it 
into bonds, but would take up some 
stocks that are likely to advance in 
price over a period of time. I could 
choose from a large group of both rail- 
roads and industrials. At the present 





time I would pick out several from 
among the following: 


R. R. Stocks. 


Erie R. R. Ist and 2nd Pfd. 
Kansas City Southern Pfd. 
Seaboard Air Line Pfd. 


Industrial Stocks. 

U. S. Steel Common 

Virginia Carolina Chemical Pfd. 

I could buy a short-time note, but as 
most securities of this class are in $1,000 
pieces I would rather take up the second 
$500 in the securities above mentioned. 





It I Were a Professional Man 


In talking about what I would do with 
my first $500 I said I would hand my- 
self over to a reputable banking house 
because I believed there were many with 
which an investor could trust himself 
absolutely; and for the man like my- 
self who has not the time to study invest- 
ments this seems like the safest thing to 
do. But I said if I were to act on my 
own initiative, I would take the invest- 
ment lists of the houses and chose from 
among the bonds mentioned there. Here 
are some that I found in these lists: 

Pacific Gas & Elec. 6s, 1931. 

Kings Co. Elec. Lt. & Pr. 6s, 1925. 

Bethlehem Steel 5s, 1942. 

Granby Mining 6s, 1928. 

Col & Sou. Ref. 4%s, 1935. 

These bonds will return me a good 
average of income, something more than 
I could get from conservative bonds, and 
yet they will give me a large measure 
of safety. 

For my other $500 I would go into 
high class stocks. Here I can get 
a little higher income because some of 
the best on the list are now showing a 
return of over 6% per cent. So I would 

















WHAT I WOULD DO WITH $1000 





add to my schedule a few of the higher 
class issues and pick from among the 
following : 
Stocks. 

Louisville & Nashville. 

Pennsylvania. 

Southern Pacific. 

Northern Pacific. 


If I Were a Clerk 


When investing my first $500, I con- 
sidered myself in the class of a business 
man because of my chances of advance- 
ment in position and salary. I felt that 
I should keep the risk low in my first 
investment, knowing little about invest- 
ments, and as my studiés about securi- 
ties progressed I could increase the 
amount of risk. By doing so I would 
increase my income. 

I kept mostly to the railroad stocks 
in my first $500 because I could get 
so much information about them that | 
could learn the intrinsic position and in- 
vestment value from my own research. 
But I scattered my group of bonds for 
the first $500. I picked from the fol- 
lowing bonds and stocks for my first 
$500: 








Bonds. 


Montana Pr. Co. 5s, 1943. 

New York, N. H. & H. Deb. 6s, 1948. 

Virginia Ry. 5s, 1962. 

Lack. Steel 5s, 1950. 

Stocks. 

Kansas City Sou. Pfd. 

Baltimore & Ohio Com. 

New York Central. 

Southern Pacific. 

United States Steel Pfd 

Since the business man feels that a 
part of his capital may rightly go into 
securities where large appreciation may 
be expected, I shall do likewise and put 
the second $500 into the same securities 
he has mentioned, the railroad stocks 
being the preferred issues of the Erie 
and Seaboard Air Line, and an indus- 
trial like Corn Products Preferred. 


hf I Were a Wage Earner 


Realizing the necessity of very great 
safety for my first $500 I went to a 
banker and left to him the selection of 
a bond or several $100 bonds. I had 
read a little about investments and had 








caught some of the common sense and 
the principles of investment. I got a 
great deal of this from watching the 
newspapers and financial sections of the 
magazines, reading all the educational 
advertisements and sending for the va- 
ried investment literature that is so 
easily available for the asking. 

A short time after I committed the 
first $500 to the banker’s care he in- 
formed me that he had adopted a course 
that he had recommended for various of 
his clients and which he considered a 
wise policy for people of my position. 
He had bought five $100 bond pieces 
well diversified which altogether cost 
about $484. He informed me he had 
bought the following “Baby” bonds, as 
they are called. 

Province of Alberta, Can. 

New York City. 

(two high grade municipal issues.) 

Virginia Ry. Ist 5s. 

(a standard railroad issue of good income.) 

Bethlehem Steel Ref. 5s. 

(a very sound industrial security.) 

Denver Gas & Electric Ist 5s. 

(a high class public utility.) 

What I did not tell in speaking of 
what I would do with $500 was that | 
had spoken to the investment banker 
about putting away another $500 to 
bring me up to the $1,000 I am now 
talking about. Instead of saying, there- 
fore, what I would do with $1,000 I 
should say it ought to be put this way: 
What I was doing while getting the 
other $500. This is what I did: I had 
become convinced of the partial payment 
plan for buying securities. It appealed 
to me as an incentive to saving and also 
as an aid to a larger income. I ‘there- 
fore arranged with the banker to pay in 
instalments. Now I have the securities. 
The best part of it was the fact that 
while I was paying for the securities in 
this easy fashion the securities were 
working for me because the market was 
going up and the price was rising. 

I made no suggestions to the bankers 
about the securities on partial payment 
to be bought with my second $500. They 
selected stocks, however, and this is 
what they bought: 

Pennsylvania Railroad. 

Atchison, Topeka & S. F. 


They did this, fully realizing that as a 
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workman I should not hold stocks, but 
because the stocks were in their control 
which made it possible to sell them 
quickly if the occasion required, they 
acted accordingly. At any rate the point 
of my story on this second $500 is that 
I bought on the instalment plan and I 
had the happy prospect of seeing my in- 
vestment yield me something better than 
an amount that might be called a bond 
income. 


If I Were a Woman 


Knowing little about investment and 
not being inclined to spend my spare 
time on so uninviting and dry a subject 
as the placing of moneey, the question of 
what to buy with so small an amount as 
$500, or even $1,000, as my savings have 
now grown to be, I must naturally de- 
pend on someone that is in a position by 
training and experience to judge cor- 
rectly and pick the securities adapted to 
my needs. 

I have always understood that many 
people buy securities quite unadapted to 











their needs. It is the result of absence 
of method or system in their investing. 
As a school teacher I might easily learn 
something about securities, but because 
my savings accumulate rather slowly it 
hardly seems worth the time that would 
be spent in learning so abstruse a sub- 
ject. On the advice of my banker to 
whom I went, I selected the following: 

Southern Pacific (San Francisco Term’l) 5s. 

Bethlehem Steel Ist and ref. 5s 

New York City 4%s. 

The first two were purchased in $500 
pieces (par value), but selling some- 
what below par they cost only about 
$850. With another $103 the New York 
City bond was bought and the re- 
mainder, some $47, was put into the sav- 
ings bank at 4 percent. My income was 
therefore well over 5 per cent. and I was 
told the securities were such as need not 
worry me in the least. I was told the 
railroad and industrial bond were sell- 
ing quite helow their worth because of 
the conditions in the market and that I 
would be getting them cheap at prevail- 
ing prices. 

















Savvesnent Inauicies 


NOTE.—Answers as 


very large number Ea inquiries received from our readers. 
il im advance of publication, hence stamped and self-addressed envelopes should 


by mai 
accompany them. 


published in this magazine are selected and condensed from the 


All such letters are answered 








Canadian Vs. Union 


Would you exchange Canadian Pacific for 
Union Pacific?—H. H. 

On the basis of present prices the income 
return from each stock is nearly the same. 
If Canadian Pacific should have a big boom 
in business, it would doubtless insure the 
dividend for some time ahead. On the other 
hand, if another year or more of poor earn- 
ings should be in store, it is anyone’s — 
as to what the directors would do. here 
are some good things about Canadian Pa- 
cific and other good things about Union 
Pacific. 

For our part, we are “weeny to favor 
the holding of Union. We know the situa- 
tion about that pretty well. We know that 
its earnings are strong, and are likely to 
remain so—possibly become better, as bet- 
ter business seems in prospect for this 


country. 












Investment Stocks 


If you had about $3,000 to invest would 
you buy Central Leather preferred?—A. W. 

We would suggest such stocks as the 
following: 

American Car & Foundry preferred; Cen- 
tral Leather preferred; United States Steel 
preferred; American Smelting & Refining 
preferred; Atchison; Great Northern pre- 
ferred; Chicago, Milwaukee & St. Paul com- 
mon. 

It is wise to diversify your purchases as 
much as convenient. 





Ten Good Railroad Stocks 


Is the present dividend rate on Lehigh 
Valley reasonably sure? 

Could you name me the 10 eet railroad 
stocks for safety and yield?— 
The dividend on Lehigh Valley is rea- 











sonably safe, but that is all. Its earnings 
were down low enough a year or so ago to 
justify a cut in the dividend, and the market 
was speculating on whether it would happen 
or not. It never did, however. The ups 
and downs in earnings in a company where 
the margin of safety is not large always 
throws a shade of doubt on the dividend. 

The stock is a high class investment, but 
from the foregoing you can see the price is 
not to be considered as assured. It will 
very likely always pay a good dividend, but 
we would not be willing to venture the pre- 
diction that the 10% will stay on indefinitely. 
Consequently, the price is not to be assured 
either. 

For ten railroad stocks we suggest the 
following: Southern Pacific, Kansas City 
Southern preferred, Union Pacific, New 
York Central, Baltimore & Ohio common, 
Atchison, St. Paul, Northern Pacific, Great 
Northern, Louisville & Nashville. Many 
of these are high-priced, but they are the 
good ones. 


Southern Ry. 


J. B—Southern Ry. common (18) is one 
of those non-dividend paying stocks that 
move up and down with the market. It is 
one of those stocks in which you get a 
profit eventually, after a long pull, if not 
bought too high. Bought now, or when 
this present reaction gets its full work done, 
it ought to show a profit in coming months. 


Missouri Pacific —Studebaker 


P. O.—Missouri Pacific is a very doubtful 
quantity. The property is on the verge of 
reorganization. This readjustment of the 
securities is likely to affect the stockholders 
seriously. They will probably be asked to 
put up a stiff assessment. If they pay the 
assessment, and hold on for a long time, 
they are likely to come out all right, but 
we would not advise buying this stock now. 

Studebaker is a good stock. The com- 
pany is having the best year of its existence, 
and the stock is likely to remain strong. 
Of course, it is likely to have ups and downs 
with the market. 


American Steel Foundries 


L. R.—American Steel Foundries (30) is 
a stock which rises on talk of better busi- 
ness, and then when it has come up to a 
fairly high quotation, becomes quite easily 
weak and declines rapidly. When it starts 
to rise, you have little assurance that it 
will go far, or stay very long. Better busi- 
ness and possible dividends style of talk has 
helped the stock often. It has been past 
66, paid 334 dividends in 1910, and smaller 
amounts later. It should not, however, have 
paid these dividends. 

If you did anything with it, possibly tak- 
ing it out of the market would be the best 
course. We believe the steel business over 
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the next two or three years will show a 
marked improvement. hen it does, this 
company will enjoy some of the benefits, 
as it always does under similar conditions. 
It gets a lot of its business from the United 
States Steel Corporation. The stock is 
speculative. 


United Profit Sharing 


F. B.—Prospects for United Profit Shar- 
ing we consider fair. Backed by the Whelan 
interests, it might have more success than 
this. There is, however, considerable com- 
petition and it is a question whether this 
coupon idea is really going to last many 
years. Opinion in the retail trade is by no 
means unanimous in approving the idea. 
This particular company seems to have a 
good share of the business, and is very 
favorably affiliated. It is a tradition with 
the Whelan interests to take care of the 
public that have bought their stocks. That 
is, everything possible would be done to 
give this stock a better position. But after 
all we consider it considerable of a specula- 
tion. 


Mercantile Marine 


G. B.—International Mercantile Marine 
stock is one of the poorest securities you 
could take up. The company is in receiver- 
ship, and before it gets out the stockholders 
will suffer greatly. 


Denver and Rio Grande 


F. C.—The outlook for the Denver & Rio 
Grande is not exactly clear, as the road has 
the Western Pacific difficulty still on it- 
self. The Denver guarantees the bonds of 
the Western Pacific and it is this guarantee 
which has been a severe drag on the prop- 
erty. The Western Pacific has not been 
able to earn anywhere near its interest 
requirements. 

Some kind of a reorganization seems in 
prospect for the Western Pacific. Just how 
it will affect Denver it is impossible to 
predict. This much can be said, however, 
that the junior bonds of the Denver involve 
some speculation now, and its stocks much 
more. There does not seem to be any argu- 
ment for advising the purchase of Denver 
stocks now. 


Emerson Phonograph 


C. D—We have been recommending our 
friends to buy Emerson Phonograph at cur- 
rent prices and advise you similarly. Know- 
ing the proposition thoroughly, we believe 
it has a large future. Business operations 
are actively under way and actual orders 
for the company’s records will be taken 
within thirty days. As a matter of fact, 
tentative orders are already on the books. 
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Allis-Chalmers.— BUSINESS expected 
to show a considerable improvement due 
to the war orders received through the 
Bethlehem Steel Co. 


. Chem. Co.—PROFITS for 
the year to end June 30 next expected to be 
equal to those of 1914 and to show 7.6% 
earned on the common stock. Tonnage sold 
will probably be less than last year, but 
as prices have been a little higher the 
result is good. The company is developing 
quite a business in by-products. 


American Beet ry erg NUAL report 
for the year ended March 31 shows 8.64% 
earned on the common stock. War condi- 
tions and the stoppage of sugar from abroad 
gave the officers of the Co. opportunity to 
adjust themselves to conditions and to 
somewhat anticipate the problem of free 
admission of sugar scheduled for next year 
under the new tariff regulations. Net earn- 
ings for the year were $1,601,643 against 
$644,105 in 1913-1914. 


American Cotton Oil—NET workin 
capital is now about $12,000,000 or $2,000, 
in excess of outstanding bonds. Between 
now and October, Co. will have to nego- 
tiate for sale of $5,000 bonds. That the 
company may have all cash necessary the 
question of dividends has not been seriously 
considered. Indirectly the war abroad has 
caused larger sales of various of Co.’s 
products. 


American Locomotive—PROVIDENCE 
plant which has been idle for about two 
years since discontinuance of automobile 
manufacture opened for manufacture of 
shrapnel for warring countries. 


American Sugar Refining—BIG EARN- 
INGS, expected for a long period. Co. is in 
position to take care of increased business 
with costs at the lowest level in the com- 
pany’s history. Price of sugar expected to 
mount higher due to more foreign buying. 


American Tobacco—EARNINGS _ ex- 
pected to keep up so that the 20% dividend 
rate is assured. People in touch with the 
position of the company say it is unusually 
strong. 


American Woolen—PROSPECTS that 
the stocks will enjoy substantial showing of 
earnings available for dividends. Already 
evident that the preferred dividend will be 
entirely earned in the first six months of the 
present year, leaving a good showing for 
the common. 


American Writing Pap. Co.—OPERA- 
TIONS during March quarter were at the 
rate of 60% of capacity. Co. is not earning 
its bond interest. First quarter of 1915 sales 
were about 20% less than the same period 
of last year. Betterment is dependent on 
general business revival. 


Atchison.—EARNING on stock may run 
over 10%. No important railroad in the 
country has been making such a fine show- 
ing over recent months. In every month up 
to the end of February earnings showed a 
substantial increase. otal increase in net 
up to this time amounted to $2,434,000 or 
more than 14%, 


Baltimore & Ohio.—GROSS BUSINESS 
of road will run perhaps $15,000,000 short of 
the fairly prosperous period of two years 
ago, but the road promises to earn 5% on 
its common stock. 


Baldwin Locomotive. — PREFERRED 
dividend expected to be earned in 1915 due 
to the business from war orders, but it is 
possible these expectations may not be real- 
ized. Officials refuse to tell how much war 
business obtained, but it is estimated to be 
not over $6,000,000. 


Bethlehem Steel—WAR ORDERS fig- 
ured to be as high as $100,000,000 in total 
out of which handsome profits will be made. 


Boston & Maine—DEFICIT of approxi- 
mately $1,000,000 expected after meeting all 
charges for the year to end June 30. This 
will compare with a corresponding deficit for 
the previous year of $2,044,000. The loss 
ag largely caused through reduction of traf- 

c. 


Chesapeake & Ohio.—DIVIDEND ques- 
tion held in abeyance until the June meeting 
of directors by which time it will be definitely 
known how the fiscal year is going to result. 
For the year beginning July 1 next $3,000,000 
must be set aside out of earnings for the 
peony and for the following year $4,000,000 

resent year showed better gross business, 
but increased expenses, heavier charges and 
smaller other income brought surplus for nine 
months ended March 31 which was $1,699,288 
over $760,000 below last year. 


Distillers’ Securities —DIVIDEND of 2% 
on the stock rumored will be started on the 
stock this year. The report is said to emanate 
from members of the Board of Directors. 
Company is doing a big business in alcohol 
which is being sold to powder manufacturers. 


Emerson Phonograph.—INQUIRIES for 
records and phonographs heavy. Chain 
stores, mail order houses and distributors 
seeking agencies for the output of the com- 
pany. Company does not intend to build 
plant, but to have its product made under 
manufacturing arrangements. This _ will 
save heavy initial cost of plant and facili- 
tate an — and wide distribution of prod- 
uct, First lot of high grade selections for 
records selected three weeks ago. Manu- 
facturing facilities available for turning out 
300,000 of the $3 phonograph annually. 
Company will not do a mail order business, 
but sell its product in bulk. 
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Erie—NINE MONTHS’ results up to 
March 31 show an income for interest and 
dividends $1,000,000 or 12% over the year 
previous. The road has been paying a great 
deal of attention to its equipment for which 
it has expended for maintenance this year 
15% more than in 1913-1914. 


General Electric—DIVIDEND being 
earned right along. It was earned during 
the first quarter which is usually a poor period. 
Company not doing any direct war order work; 
only helping other manufacturers with certain 
jobs. 


Goodrich, B. F.. Co—EARNINGS ex- 
pected to run as high as 9% on the stock dur- 
ing the current year. Dividends expected 
before a great while. 


Guggenheim Exploration. — RESUMP- 
TION of dividends on Ray Consolidated and 
the restoration of the 75c. rate by Chino Cop- 
per Co. at the same time as has been sug- 
gested will restore income of the company to 
its former basis while the expected increase 
of $1 quarterly on Utah Copper Co. would 
add $405,504 to the company’s income. The 
Exploration Co. owns 404,504 shares of Utah 
copper stock, 97,750 shares of Chino and 154,- 
300 shares of Ray Consolidated. 


International Mercantile Marine.—TEN- 
TATIVE plan for reorganization provides for 
50% reduction in the outstanding $52,744,000 
of 4%% collateral trust bonds and the $51,- 
730,971 preferred stock and the elimination of 
the $49,931,735 common stock. 


International Nickel—EARNINGS for 
the current three months will make record 
for any three months in the company’s his- 
tory. An official of the company says busi- 
ness is “extremely good.” It is believed the 
current year will be the best ever. 


International Steam Pump.—REORGAN- 
IZATION plan has been tentatively advanced 
which in its broad features provides for the 
elimination of all bonded debt, a scaling down 
in stock capitalization. The new corpora- 
tion is to have three classes of stock, preferred 
A and B and common. The present bonds are 
to be converted into B stock. The present 
— will be assessed approximately $12 per 
share. 


Kansas City Southern.—SURPLUS indi- 
cated for the year to end June 30 of about 
1% on the common. Last year it earned 
2.95% and 2.68% in 1913. Coming year ex- 
pected to be much better. 


Marconi Wireless—COURT INJUNC- 
TIONS restraining competitors from using 
certain of its invention ted the company. 
Successful in litigation; in other ways also. 


Maxwell Motors.—INITIAL DIVIDEND 
declared on the first preferred stock. Cur- 
rent year has been exceptionally profitable and 
indications are that in 12 mos. to end July 31 
next company will have earned a net ce 


of about $3,000,000 compared with $1,505,000 
in the 1914 fiscal year. The first preferred 
ed on it about 17%.% back divi- 
ends. 


Missouri, Kansas & Texas —OUTLOOK 
for the coming year much better than last. 
Earnings of the company recording excellent 
increases. Expected that the last quarter will 
be the best in the company’s year. 


Missouri Pacific—EXTENSION of the 
notes maturing June 1 expected to be success- 
ful. Gould interests who hold large block ex- 
pected to come in before too late. An exten- 
sion will give the company time to plan some 
financial readjustment. 


New Haven & Hartford—INCREASES 
in freight traffic being recorded all over the 
line. Laid off men are being called back in 
large groups and all over the system reports 
better general business. 


Northern Pacific—TRAFFIC about on 
the average it has been for a year. Chairman 
of the Board says, “Our business this year 
shows about $5,000,000 decrease to date but 
we have made up all of that except less than 
$1,000,000 in lower operating costs. 


New York Air Brake.—FINANCIAL po- 
sition expected to be strengthened by the large 
business resulting from war orders. Much of 
the profits can be added to working capital 
thus adding a_substanially further element of 
value to the Co.’s securities. 


New York Chic. & St. Louis—GROSS 
revenue for nine mos. to March 31 was $,- 
481,602 compared with $9,126,508 for previous 
year while net for the same periods were re- 
spectively $1,721,322 and $1,685,354. Expected 
that its deficit will be wiped out this year b 
the increase in freight rate which was ef- 
fective last February. 


Pennsylvania. — ORDERS have. been 
placed by the Co. for about $16,000,000 of new 
equipment, largely replacements. The equip- 
ment is to be spread over the whole system. 


Pennsylvania Steel Co.—ANNUAL report 
for the year ended Dec. 31 shows 1.1% earned 
on the preferred stock compared with 88% 
earned in 1913 and 10.7% in 1912. 


Rock Island.—PROPOSED issue of $30,- 
000,000 collateral trust bonds suggested as a 
remedy to avoid assessment of stockholders. 
Various protective committees have not met 
to consider their various interests so it is 
expected that readjustment of the company’s 
finances will be prolonged over some months. 


Rumely. — OPERATING EXPENSES 
have been cut down heavily by receivers. It 
is said aesneral expenses have been reduced 
OO%. receiver is operating on the basis 
of gross sales of $6,000,000. It is expected that 
Se $10,000,000 notes will be adequately cared 
or. 


Southern Ry.—COMFORTABLE balance 
over fixed charges will be shown in year to 
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close June 30, although earnings on the whole 
have been badly affected by the upset condition 
of the South. Expected that about $1,250,000 
will be shown over fixed charges for the year. 
Conditions improving along the line. 


St. Louis Southwestern —FIXED charges 
were not earned in the first nine months of the 
fiscal year and they may barely be earned in 
the whole year. Peat Sodinens conditions in 
the road’s territory and some inability to get 
operating expenses down are the causes. 


Studebaker.—DIVIDEND of 5% have 
been instituted on the common stock. Out of 
the $17,000,000 orders largely war business it 
is expected the company can py off its $2,- 
500,000 notes outstanding an eep up the 
common dividend. 


United Drug Co.—GROSS business for 
months of March and April showed an in- 
crease of about 5% over corresponding months 
a year ago while May business also shows an 
increase. The co. now operates over 52 stores 
and supplies more than 7, 


United Fruit Co—INTEREST on com- 
pany bonds and notes earned in less than two 
months. It is believed that fully 12% will be 
earned on the stock during the present fiscal 
year. Business is running high. 


United States Light & Heating —-MARCH 
shipments totaled $173,400 and net after all 
charges were $8,836. April shipments esti- 
mated at $225,000 and net earnings after all 
charges $25,000. About 80% of preferred and 
66% of common stockholders have paid their 
assessments under reorganization plan. 


United Shoe Machinery —EXTRA DIVI- 
DEND rumors afloat once more. Annual re- 
port for the year ended March 1 will be 
issued shortly and is expected to show slight 
decrease in earnings. 


United States Steel—BUSINESS bene- 
fiting from war orders through indirect chan- 
nels. Late earnings do not indicate sufficient 
recovery in earnings to expect resumption of 
dividend on the common for some time. 


Virginia Carolina Chemical—RESTORA- 
TION of dividend on the preferred stock in 
the form of scrip indicates the turn of busi- 
ness in the south in which this company is 
sharing. Its business is getting better and 
collections which were badly hurt when the 
— stopped cotton shipments are becoming 
etter. 


Wabash. — REORGANIZATION plan 
moving along smoothly and assured of suc- 
cess. Traffic increasing steadily. Outlook 
considered good. 


Westinghouse Electric—ANNUAL re- 
port for year ended March 31 shows gross 
sales of $33,671,485, a decrease of $10,062,161 
from the preceding year. Earnings showed 
a balance for the common of 4.6% compared 
with 10.73% in year previous. 


Western Maryland —EARNINGS begin- 
ning to reflect increased coal and coke traffic. 
Co. recently concluded a trackage agreement 
=e the B. & O. which helps this class of 
traffic. 


Western Pacific—PROTECTIVE COM- 
MITTEE for the first mortgage bonds fully 
formed. The committee contemplates leaving 
open the question whether proceedings should 
not be brought against Denver & Rio Grande 
for enforcing its guarantees and pledges in re- 
spect to Western Pacific. 


Wheeling & Lake Erie—GROSS earn- 
nings for 10 months ended April 30 show a 
loss of $2,000,000 in gross and $670,000 in net. 
Settlement of the strike in the Ohio district 
which was responsible for much of the loss 
would at once bring better revenues. Strong 
efforts are being made to reorganize the prop- 
erty before Sept. 1 when the coupon on the 
general 4% bonds falls due. 


Woolworth, F. W.—NO SERIOUS diffi- 
culties being experienced in getting its novel- 
ties from abroad so that it is expected next 
Christmas trade will be taken care of satis- 
factorily. 





— 


The Jitney Bus 

A stirring question in the field of public 
utilities is the gy bus. It has aroused 
such interest that the Fidelity Trust Co., 
Baltimore, Md., has compiled authoritative 
information in pamphlet form showing the 
present situation in this matter in the prin- 
cipal cities in the United States and 
Canada. 


Pacific Gas & Electric Co. Geheral & 
Refunding 5s 


of these bonds is obtainable 


A short stud 
alsey & Co., 49 Wall street, 


from N. W. 
New York. 


Republic Iron & Steel Sinking Fund 
5s of 1940 

_ A comprehensive presentation of this 

issue with many facts and figures bearing 

on the position of the company is contained 

in a circular by Blair & Co., 24 Broad street, 

New York. 


Erie Railroad; Genessee River lst 6s, 
1957 


The recent issue of these bonds and the 
salient facts about the road are set forth 
in a folder by Knauth, Nachod & Kuhne, 
15 William street, New York. 














Mining and Oil 


CONCENTRATION TEST MILL AND TRESTLE AT PROPERTY. 


T has always been a belief of the 
chroniclers of the history of mining 
that a large part of its fascination 

for men lay in its romantic possibilities. 
There never has been a better example of 
the slow winning to greatness of a min- 
ing property than in the case of the 
Inspiration. 

Years ago, the old Inspiration Mining 
Company tried persistently to enlist cap- 
ital on a basis of ten cents per share. 
The other day the writer of this article 
happened to mention to an engineer that 
he called to mind a time when Mr. Cop- 
len, the general manager of the old In- 
spiration, spent two or three weeks in 
Chicago and mostly around the writer’s 
office trying to find some way in which 
he could raise funds to do development 
work on the property—in fact Coplen 
was at that time trying to sell stock at 
ten cents. The engineer bettered the 
writer’s story with one of his own almost 
completed purchase of the Inspiration 
ground for $40,000—a property where a 
fluctuation of a cent in the pound for 
copper metal means a difference of a 
million dollars in net profits, bought—al- 
most—for $40,000. 

It must be remembered, however, that 
this was before the days of Utah Copper, 
before it was realized that large tonnages 


of low grade ore meant millions for the 
men who could command the capital and 
build huge plants and study economies 
on a vast scale. There were no porphy- 
ries then. 

To come down to later history, it was 
the General Development Company, the 
Lewisohn organization, that first proved 
the value of the Inspiration ground. The 
Lewisohn people went into Arizona with 
the original intention of acquiring the 
Inspiration property; for some reason, 
not material now, they were unable to 
come to terms with Coplen and his as- 
sociates for the Inspiration and ended by 
making a deal for the ground that is 
now known as the Miami. They com- 
menced working with churn drills, a 
method that was first tried on the Utah 
Copper ground, and did not find copper 
until they put down the fourth or fifth 
drill hole. This work was due to the 
persistence of Mr. J. Parke Channing, 
who refused to become discouraged. 
When the Miami ground was proven, the 
Inspiration at once became a property 
of great value and the old Inspiration 
crowd had reason to be thankful that 
their efforts to sell had met with no 
greater degree of success. 

The Inspiration Copper Company was 
incorporated in 1908 with a capital of 
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$10,000,000, of which $2,700,000 was 
paid to the Inspiration Mining Company 
for the ground. It was originally esti- 
mated at this time that it would be pos- 
sible to develop an output of 45,000,000 
pounds of copper per annum. 

It has always been a habit of the large 
low grade milling coppers to outgrow the 
original plans of the management. In 
nearly every imstance these properties 
have proven to be bigger than the most 
sanguine estimates of those in charge at 
the beginning of operations. The Braden 
people raised an original capital of $600,- 
000 to work a small high grade mine in 
Chile; they have spent about $14,000,000 
and have yet to receive their initial divi- 
dend. In the meantime the property has 
grown so far away from first estimates 
as to be unrecognizable. 

However, to return to Inspiration: 
After three years of active development 
it seemed advisable to take in the Live 
Oak ground, lying adjacent, completing 
a total of nearly three thousand acres of 
ground, The present company was there- 
upon organized with a capital of $30,- 
000,000, of which there is outstanding 
$14,459,160, the balance being retained 
in the treasury against the conversion 
privilege of the bonds. The par value of 
Inspiration shares is $20; the bonds are 
made convertible at $25. 

No one of the present day copper mines 
of the United States has ever had a 
more business-like, aggressive, speedy 
development than the Inspiration. It 
has been constantly growing and pro- 
gressing from the day the present man- 
agement took charge, and its early ad- 
vent into the ranks of the producers is 
in every way a great credit to the staff 
which has had the work in hand. From 
an anticipated output of 45,000,000 
pounds it has come to be the second por- 
phyry mine of the United States, to be 
outclassed only by Utah Copper as a 
producer from a single mine, with 100,- 
000,000 pounds yearly production. It has 
been but a very short while since Utah 
was looking forward to turning out 100,- 
000,000 pounds annually as a great 
achievement, one that would possibly 
mark the peak of its load. Today it is 
looking back upon this mark as a mile- 
stone passed long before the top of the 


hill was reached and it will be something 
contrary to precedent if Inspiration does 
not do likewise and quite outstrip the 
present estimates of production. 


Flotation Process 


Probably the greatest forward step in 
metallurgy in recent years, especially with 
relation to the handling of low grade 
ores, is in the adoption of flotation proc- 
esses, whereby the ores are ground to 
such fineness as experimentation proves 
most desirable, and are then agitated in 
tanks containing a solution of oil and 
water, whereby the mineral is floated and 
the gangue or country rock deposited as 
a sediment in the bottom of the tank. 
Skimming and further treatment follow 
in the ordinary course, taking the place 
of the older practice of wet concentration. 

The treatment by flotation is claimed 
to have been patented by the Minerals 
Separation Company Limited, of Lon- 
don, England, and the whole matter is at 
present the subject of a great deal of 
very bitterly contested litigation. The 
Inspiration is, however, a licensee of the 
Minerals Separation Company, and has 
conducted a very lengthy s:stem of ex- 
periments to perfect its practice and 
adapt the system to the Inspiration ores, 
in all of which it has had a marked de- 
gree of success, so that no trouble what- 
ever is anticipated in securing a recovery 
of 86.7 per cent., which is something 
like 20 per cent. better than the average 
extraction in wet concentration. 


Production 


It is planned to handle a maximum of 
15,000 tons of ore per day, and as In- 
spiration is not a steam shovel property, 
it must be understood that it requires a 
huge plant to hoist and handle such a 
tremendous tonnage. If one were to be 
told offhand that machinery had been de- 
signed whereby all this vast amount of 
rock would go to the surface from some 
six hundred and odd feet beneath the 
ground and into ore bins, and be started 
along the flow sheet without the inter- 
vention of a human hand it would seem 
like some one was “spoofing.” Yet that 
is literally true. 

The Inspiration is equipped with twin 
hoists, a practice long prevailing on the 
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Rand of South Africa, but not generally 
in this country. These hoists carry skips 
that weigh 12,000 pounds and carry a 
load of 24/000 pounds. The skip, the 
rope and the ore make a total rope pull 
of 40,850 pounds, and this tremendous 
load will move throughout the day of 
14 hours, the two skips alternating, with- 
out the ordinary work of hoistermen. 
This automatic control may be accel- 
erated, slowed down or switched over to 
hand control by simple and fool-proof 
adjustment of levers. The electric power 
which operates the mechanism is obtained 
from the Roosevelt Dam of the United 
States Reclamation Service, while the 
company has its own generating plant 
that can pick up the load at any time it 
should become temporarily necessary to 


do so. The ore, which is broken down 
by undercutting and caving, goes to a 
set of double concrete bins underground, 
from which it is dropped into the skips, 
hauled to the surface, by automatic ma- 
chinery as described and dumped into an 
ore bin holding two thousand tons, lo- 
cated between the twin shafts. The total 
lift is 630 feet. From the ore bin at the 
mine the ore goes to a coarse crushing 
plant that can handle if necessary 1,000 
tons per hour. From the crusher it goes 
to a mine storage bin of 25,000 tons 
capacity, from which the cars load to take 
it a mile and a half to be dumped again 
into a mill storage bin holding 12,000 
tons. 

The mill has eighteen sections, each 
expected to treat 800 tons per day, a total 
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mill capacity of approximately 15,000 
tons per day. The concentrates from the 
mill will be treated at the new smelter 
now being erected by the Anaconda at 
Miami. he Anaconda owns 150,000 
shares of Inspiration stock and is erect- 
ing a smelter which is expected to be the 
last word in smelting practice, and which 
will handle the ores of the Inspiration, 
the Miami Coper Company and custom 
ores of the district. On the figures given 
of 15,000 tons mill capacity, taking the 
ore at 1.5 per cent. copper, equivalent to 
30 pounds of copper per ton, an 85 per 
cent. extraction would mean 382,500 
pounds of copper per day, or 114,750,000 
pounds of copper for a year of 300 work- 
ing days. As other copper properties 
have developed, it would be fairly safe 
to predict that Inspiration will turn more 
rather than less than its estimated product 
of 100,000,000 pounds per annum. 

The chart which we have worked out 
on a basis of eight cent copper and an 
output of 100,000,000 pounds output 
shows profit results, so that they can be 
gathered at a glance, as to profit per 
pound, per share and percentage on the 
stock at $30. 


Management 


Turning by way of conclusion from the 
physical to the financial side of the or- 
ganization, one is impelled to bow to the 
genius of Mr. William B. Thompson, 
who has always been considered the 
prime moving spirit of the company. 
There is no corporate organization, 
either in the mining world or elsewhere, 
that can boast of a more strongly bul- 
warked directorate. It includes Charles 
H. Sabin, of the Guaranty Trust Com- 
pany; Albert H. Wiggin, of the Chase 


National Bank; William G. Rockefeller, 
E. C. Converse, John D. Ryan, of the 
Anaconda ; Thomas F. Cole, of the Calu- 
met and Arizona, North Butte and other 
mining enterprises of the first rank; 
William E. Corey, of the United States 
Steel Corporation, and Mr. Thompson 
himself, now a member of the Federal 
Reserve Bank organization. 


As a matter of history in copperdom, 
Mr. Thompson was one of the chief 
workers with Mr. Ryan in the very gen- 
eral understanding which has _ been 
brought about among the copper produc- 
ers, whereby it has been possible to steady 
the market, and institute measures of 
curtailment such as became necessary for 
a time last summer when the unsettled 
conditions ensued immediately after the 
outbreak of the European war. 

Inspiration is reaching its stage of 
initial production at a happy moment. 
With all of its productive career just 
ahead of it, with practically 100,000,000 
tons of ore proven, an avid market, on 
which it will be possible to sell output 
as far ahead as prudence may dictate, it 
will become at once an earner of abnor- 
mal profits. 

We have reserved for the last line one 
of the important if not the most impor- 
tant questions in arriving at a just esti- 
mate of the value of a property such as 
the Inspiration. If its ores run 30 pounds 
of coper to the ton and it has 100,000,000 
tons of ore from which it will produce 
100,000,000 pounds per year, the prop- 
erty has obviously a life of thirty years, 
without taking into consideration fur- 
ther development, which must certainly 
be expected to replace a large part of the 
present ore reserves. 








Montana Power Co. let & Ref. 5s 


All the facts of interest about these bonds 
and the company are contained in a one- 
page description pearance by Harris Win- 
throp & Co., 15 Wall street, New York. 


Leckaweame Steel Co. Ist Cons. 5s 


To call attention to the intrinsic merit of 
these bonds, Plympton, Gardiner & Co., 26 
Exchange place, New York, have available 
a short outline of their position. 


A Convertible Bond With a High Yield 


Under this caption Alexandre & Burnet, 
of 7 Wall street, New York, give much 
statistical and general information about 
the New York Central R. R. and its new 
20-year 6% convertible bonds. 


Investment Lists 


A dozen goed utility securities are of- 
fered in a booklet by H. M. Byllesby & Co., 
111 Broadway, New York. 
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Mining Stocks of High Return 
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Dear Sirs——I am a young man and in the 
course of my employment for several years 
have saved $5,000. Am about to engage in a 
course of study which will take three years. 
I wish to keep my capital intact as far as 
practicable, and yet wil] need at least $600 
per annum. May I ask if you would suggest 
some fairly high-grade mining stocks with 
good dividend record that promise a contin- 
uance for next three or four years?—R. H. L., 
Washington, D. C 

R. H. L—It is quite impossible to suggest 
purchases that would return you the amount 
desired and not be at the same time highly 
speculative. Your requirements are equivalent 
to 1 per cent.-monthly on your available 
capital. 

Butte & Superior will pay some large divi- 
dends during the next near, possibly at a rate 
that will equal 12 per cent. on the investment 
at the present price. 

American Zinc, Lead & Smelting is making 
money very rapidly, and will make some heavy 
disbursements. 

Anaconda is a heavy earner just now, and 
will probably increase distributions to share- 
holders. 

Braden bonds will pay 5 per cent. on the 
investment, and Braden has speculative pos- 
sibilities that make the conversion privilege 
worth while. 

Yukon Gold pays a little better than 10 per 
cent. on its present market price, and may 
reasonably be expected to have five years or 
more of profitable life. 

The larger coppers, such as Utah, Chino and 
Ray Consolidated, sell on a purely investment 
basis, and would not yield ordinarily much 
more than if you bought Southern Pacific or 
Kansas City Southern at present prices. Their 
increased dividends, due to present metal mar- 
ket conditions, are being very largely discon- 
tinued. You could hard y afford to jeopardize 
your entire capital for the sake of a few un- 
certain dividends. 

Our suggestion would rather be to buy some 
of the more substantial ones that we have 
named, although it might require you to draw 
a little more heavily than you want to on 
your principal. 


Alaska Gold—Juneau—Granby 


W. C., Mich—As to Alaska Gold and Alas- 
ka Me < the properties are of the same na- 
ture, lying side by side, and are being de- 
velo along identically similar lines. The 
lode which is being opened on these proper- 
ties lies back from the shore on the mainland 
side of the Gastineau Channel, opposite Doug- 
las Island, Alaska. The ore deposit is very 
large, running into millions of tons. That 
on the Juneau is stated to show two hundred 
million tons, of an average value in gold of 
from $1.50 to $1.75 per ton. Milling costs are 


figured at about $1 per ton, possibly less. Each 
property is being equipped with a mill of very 
large tonnage. Both properties have the best 
possible management, and will undoubtedly be 
earners of large profits. The price of Alaska 
Gold probably discounts some of its future 
improvement. Juneau bought now ought to 
show a profit almost from the time of its 
purchase. 

The future of Granby depends more upon 
general conditions in the metal market than 
upon any particular features at the mines. The 
new Hidden Creek property is a successful 
producer at a satisfactory cost, and if the 
present demand for copper continues, Granby 
will reap its fair share of the harvest, in 
which all of the coppers are participating just 
now. Granby was figured by the bankers who 
underwrote the issue of $2,000,000 convertible 
bonds to be worth $109 per share on a basis 
of 14%-cent copper. 

Chino 

P. E. C., Mass.—Chino is one of the very 
best of the porphyries. Just now it can earn 
very large profits, as it makes copper at ap- 
proximately 7 cents per pound. Its price is 
not out of line for a business man’s investment 
The copper metal market will be the thing to 
watch, rather than the mine or its operations. 
So long as anything like present conditions pre- 
vail, earnings will accumulate rapidly. Wher 
the war is over and readjustment sets in, it 
may prove wise to go out of coppers for a 
time. On this point, however, the copper pro- 
ducers themselves speak with the greatest con- 
fidence as to continued prosperity. 


Mines Co. of America 


H. E. L., Fla—Mines Company of America 
is one of the few mining organizations that 
have managed to keep work going during the 
disturbance in Mexico. The principal mines 
are the original Creston-Colorado, the Dolores 
and La Dicha, all of which have good dividend 
records. The management is excellent, and 
when tranquility is restored the organization 
will undoubtedly earn good profits for its 
shareholders. It is ye of the intention of 
the Mines Company of America to acquire new 
properties from time to time and develop new 
mines to take the place of older ones as they 
are exhausted. 


Miami or Nevada Consolidated? 


I have 100 shares each of Miami Copper, 
Nevada Cons., Utah Cons. and 200 shares Ray 
Cons. Should I hold them for further ad- 
vance or sell now?—V. J. T. 

We would sell Nevada Cons. at the market. 
The property is a good one, but its stock mar- 
ket movements are not satisfactory. 

Miami, Utah and Ray should rise to higher 
levels and we do not believe that it would be 
profitable to sell out on the chance of repur- 
chasing lower. 








STANDARD OIL IN SOUTH AMERICA 


Further Evidence of Their Sagacity 


By E. D. POUCH 





LOADING OIL ON TANK STEAMER. 


HEN the first realization of our na- 
tional opportunity in South Amer- 
ica dawned upon the business world last 
August, much was said and written about 
what could be done to step into the place 
of German and other unfortunate mer- 
chants there, carrying off the prizes of 
years of their work among these growing 
nations. Most business men, of course, 
knew that the fulfillment of this dream 
would require considerable preparation 
on our part, in our effort to place our 
Latin-American trade on a permanent 
hasis. 

This South American field, however, 
was not a new dream for the Standard 
Oil Co. of New Jersey. They had had 
a fairly clear vision of many of the mar- 
kets in the chief commercial centers for 
many years. When the Government in 
1911 segregated the Standard subsidi- 
aries, the New Jersey company apparent- 
ly at once devoted considerable time and 
money in a very quiet way on preparatory 
work in several of the leading South 
American republics. 

PENN-MEX FUEL COMPANY. 

Let us look for a moment to Mexico, 
where, in spite of the disturbed govern- 
ment conditions, crude oil shipments arc 
increasing year by year in startling 
amounts. The Standard Oil subsidiary, 
called the “South Penn Oil Co.,” sent its 


engineers to Mexico, and eventually de- 
veloped a fuel oil company a few miles 
south of Tampico, at Tuxpan, called the 
Penn-Mex Fuel Co.—of course con- 
trolled by the South Penn Oil. For a 
couple of years quiet preparation has 
been going on, until last month (with the 
pipe lines completed from the coast 
twenty-five miles inland to its large oil 
wells), shipments of crude oil have be- 
gun in large quantities in Standard Oil 
tank steamers. Furthermore, the quality 
of their oil has been so surprisingly good 
that a very large percentage of gasoline 
can now be secured from it—which had 
not been thought possible for Mexican 
oils a year ago. 

One of their gusher wells is supposed 
to be good for 50,000 or 60,000 barrels 
a day. With this supply and with the 
present pipe line capacity of about 40,000 
barrels a day, the requirements of the 
east coast of South America can be fairly 
well taken care of. Should the local 
Brazilian refinery’s capacity be insuffi- 
cient to meet the demand for finished 
products, the Standard Oil Co. of New 
Jersey’s new Tampico refinery, with a 
capacity of approximately 25,000 barrels 
a day, could help considerably. 

The Penn-Mex Fuel Co. may play a 
very important part, therefore, in the 
general plan for developing the trade of 











the East Coast South American Re- 
publics, 
INTERNATIONAL PETROLEUM CO. 


The west coast of South America was 
not forgotten in the general plans. Peru 
had been showing a sniall crude oil “in- 
dication” for years, and a few English 
companies had prospected near the coast 
with rather indifferent success. Certain 
“Standard” engineers, however, investi- 
gated the situation very carefully, and 
decided to spend the necessary money 
to really develop these properties. Again 
the “Standard Oil luck” appeared, for 
large quantities of high-grade oil were 
produced, and a small refinery was 
erected. 

The importance of securing this high- 
grade Peruvian oil in commercial quan- 
tities is very great for the Standard Oil 
interests, in connection with developing 
general business in many of the Pacific 
Ocean ports, in the East Indies, as well 
as on our own continent. Heretofore 
the heavy Californian oils were the chief 
basis of competition with the foreign 
Dutch-Shell Oil Co., who were very 
strongly entrenched in the East Indies. 
It is said that the grade of this East 
Indian oil is very high, and one can 
easily appreciate what competition the 
Standard Oil companies had to meet in 
using their low-grade Californian oils. 
Natural advantages are a very important 
aid to any oil company, and in the 
future development of the trade, which 
the Dutch-Shell interests have long 
aspired to, it certainly is most fortunate 
that these Peruvian companies, now in 
the hands of the Standard Oil interests, 
are developing so satisfactorily. 

The Imperial Oil Co. of Canada con- 
solidated these Peruvian companies into 
a new subsidiary, called the International 
Petroleum Co., which took over the pro- 
ducing companies as well as the mer- 
chandizing companies on the west coast. 
All this came at an opportune time, for 
fuel oil for ocean transportation is no 
longer an experiment. Coal is very ex- 
pensive all up and down the South Amer- 
‘can west coast. The only known coal 
(leposits are too far inland to be a fuel 
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factor there. Large tank steamers, be- 
longing to the International Petroleum 
Co., are already taking some of this Pe- 
ruvian crude to the Imperial Oil Co.'s 
large new refinery at Vancouver, B. C., 
and bringing back California crude fuel 
oil for west coast ports. 

In this “Age of Oil” there is no ques- 
tion but that the Standard Oil of New 
lersey directors have had foresight 
enough to figure these things out a little 
while ahead of any other large oil com- 
pany, and are now about to enjoy some 
of the profits their sagacity surely 
deserves. 


ALAMO NO. 2 AT PENN-MEX. 




















Ahmeek Mini Co.: INCREASE OF 
STOCK TO BE VOTED ON.—The share- 
holders will vote at the annual meeting on 
June 8, 1915, on the proposed plan for in- 
creasing its capital stock from 50,000 shares 
to 200, shares. They will also be asked 
to declare the present outstanding stock as 
well as the new stock “fully paid.” It was 
reported that holders of over 85% of the 
stock have expressed themselves in favor 
of increasing the amount. A vote of only 


two-thirds of the stock is needed in favor. 


of the increase to make it effective. It 
was said that the Calumet & Hecla Mining 
Co., which owns a majority of the stock 
of this company, will vote its shares favor- 
ing the increase. 


Alaska Gold Mines Co.: OPERATIONS 
TO BE INCREASED.—On May 12, 1915, 
D. C., Jackling was quoted as saying: “I 
intend to visit the Alaska Gold mines some 
time in June. We started operations four 
months ago and have been producing at 
the rate of 2,000 tons daily. We will in- 
crease from time to time until the mammoth 
plant is operating at capacity, which will 
be sooner than we expected a few months 


ago.” 

American Smel & R Co.: 
STATUS (May, 1915).—On May 18, 1915, 
the “Wall Street Journal” said that earn- 
ings were expected to be better than in the 
same period of the last year, despite the 
fact that, with the exception of the Chihua- 
hua oy and some of the mines in Mexico, 
notably in Parral, operations in the latter 
country were at a standstill. Another fur- 
nace had been started at Chihuahua, making 
five in all in operation. There was no ac- 
tivity at Aguascalientes and Monterey, ex- 
cept that at Monterey some ore was being 
shipped in. Refineries, however, were run- 
ning practically in full, whereas, some 
months ago, the operations receded below 
75% of capacity. The slight margin be- 
tween present operations and capacity is 
due to the fact that the company usually 
keeps a little surplus capacity for emer- 
gency. In addition to the activity that has 
prevailed in the copper trade to the advan- 
tage of the smelting company, the latter 
has extended its interests in the zinc field 
and has acquired a couple of small zinc 
properties. 

American Zinc, Lead & Seoctting Co.: 
LARGE SALES OF SPELTER.—It was 
reported from Boston, Mass., on May 18, 
1915, that the company had made some sen- 
sational sales of spelter, aggregating 3,500,- 
000 Ibs., at high Phage ¢rd calling for de- 
livery well into the Fall months. 

Anaconda Copper Co.: NEW DI- 
RECTORS.—At the annual meeting of the 
shareholders on May 19, 1915, the following 
new directors were elected: Nicholas F. 
Brady, J. Horace Harding and Andrew J. 
i The board was increased from 7 to 
9 members. 


Mining Digest 





INCREASE IN PAR VALUE OF 
STOCK APPROVED.—At the annual 
meeting of the shareholders on May 19, 
1915, the increase in the par value of shares 
from $25 to $50 and the consequent de- 
crease in the number of shares outstanding 
from 4,662,500 to 2,331,250 was authorized. 


Arizona Commercial Mining Co.: PRO- 
DUCTION (April, 1915).—It was reported 
that net earnings for April, 1915, were $24,- 
000, derived from the shipment of ‘3,900 tons 
of ore. The average price of copper was 
16.81 cents per pound. It was said on May 
17, 1915, that far in May the results had 
been better, as shipments were going for- 
ward at the rate of 5,000 to 6,000 tons for 
the month. 


Braden Copper Co.: PRODUCTION 
(April, 1915).— aoe Dose. 1915, the com- 
pany produced 2,496, lbs. of copper, as 
compared with 2,720,000 Ibs. in the same 
month the preceding year. For the four 
months to April 30, 1915, total production 
was 10,332,000 Ibs., as compared with 9,000,- 
000 Ibs. in the corresponding period the 
preceding year. 


British Columbia Copper Co.: RE- 
PORTED RESUMPTION OF OPERA- 
TIONS.—It was reported from Boston, 
Mass., on May 12, 1915, that the company 
expected to resume production from its 
Mother Lode mine by the end of June. It 
was said that on high-priced copper and 
with sufficient custom ores from surround- 
ing properties for a necessary flux, making 
possible a cost of about 10% cents a pound, 
the company should be in a position to 
show some profit. 


Butte & Superior Copper Co., Ltd.: 
STATEMENT CONCERNING DIVI- 
DENDS.—On May 12, 1915, President Mac- 
Kelvie, in his quarterly statement to the 
shareholders, said: “The exceptionally high 
price of our product, a large part of which 
has been sold for succeeding quarters at 
prices greatly in excess of the above esti- 
mates, will warrant a substantial increase 
in dividend disbursements and it is the in- 
tention of the directors to declare, in addi- 
tion to the regular dividends, as the cash 
position of the company warrants. 


EARNINGS, JAN. 1 TO MARCH 31.— 
Gross, $2,011,511,. inc. $1,688,037; net, $1,163,- 
157, ine. $1,032,620. 

CONTRACT FOR SPELTERS.—It was 
reported from Butte, Mont. on May 18 
1915, that the company had contracted for 
sale for 2,500,000 Ibs. of spelter, at 13 cents 
per lb., delivery to be made 500,000 Ibs. a 
month for five months. The company was 
understood to be employing at the time 


1,200 men. 

Calaveras Copper Co.: SHIPMENTS 
STARTED.—It was announced on May 8, 
1915, that shipments of high-grade ore and 


copper concentrates had been started by 
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the company, and that it was sending out 
ore averaging about 9% copper. Leasers 
were shipping material assaying in excses 
of 15%. Rich concentrates were also being 
sent out and the product of the new flota- 
tion plant. 


Calumet & Hecla Mining Co.: DREDGE 
TO RESUME—It was reported from 
Houghton, Mich., on May 10, 1915, that the 
dredge of the No. 2 regrinding plant of the 
mills would go into commission within the 
following ten days. This will be the first 
large test of the rehandling of the sands 
out of the big tailings pile in the lake. 


Chile Copper Co.: OPERATIONS BE- 
GUN.—It was announced on May 19, 1915, 
that the plant of the company had begun 
operations the previous day. It was 
claimed that the company had the largest 
deposits of tg in the world, with the 
exception of the Utah Copper Co., and it 
was expected that the production would 
eventually be worked up to 200,000,000 Ibs. 
a year. 


Davis-Daly Copper Co.: DEVELOP- 
MENT.—It was announced on May 7, 1915, 
that for the quarter ended March 31, 1915, 
1,663 feet of development work had been 
done. Development on the 2,500 level was 
directed with a. view of picking up the 
downward extension of the Number One 
and Hesperus veins to.the west of the shaft 
and driving southerly for the purpose of 
picking up east-west veins. A vein was en- 
countered on the west crosscut of the 2,500 
level, which contained some commercial ore, 
but this has not been sufficiently developed 
to determine its value. During the period 
there was shipped 1,135 tons of ore, averag- 
ing 3.7% copper and 7.2 ounces of silver. 
Gross receipts were $6,439 and disburse- 
ments were $57,224. 


East Butte Comm Mining Co.: SMEL- 
TER TO RESUME.—It was reported from 
Butte, Mont., on May 12, 1915, that fires 
had been started in the company’s furnaces, 
and the smelter would begin operations 
within the following few days. 


East Butte Copper Mining Co.: WORK 
RESUMED.—It was announced in May, 
1915, that the company had resumed opera- 
tions on May 13, [91 , and that all depart- 
ments were in operation at capacity; 
men were employed. 


Goldfield Merger Mines Co.: RE- 
CEIVERSHIP MADE PERMANENT.— 
On May 7, 1915, the receivership of the com- 
pany was made permanent, Carl Johanson, 
of Seattle, Wash., who had been temporary 
receiver, being in charge. A suit in equity 
which preceded the receivership alleged that 
frauds in handling the property, which is 
valued at millions of dollars, had: occurred. 


Goldfield Consolidated Mines Co.: PRO- 
DUCTION (April, 1915)—The estimated 
production for April was 30,822 tons, which 


yielded a gross extraction of $317,000. Op- 
— expenses were $169,500, leaving net 
of $147,500. 


Granby: DEVELOPMENT WORK— 
Under date of May 6, 1915, a circular was 
sent to the shareholders saying that since 
the report of operations for the year ended 
Dec, 31, 1914, development on the Phoenix 
property had continued steadily, with prac- 
tically the same results, showing fair to 
good copper values. For the year to April 
30, the shaft had been sunk a distance of 
132 feet and then had a total depth of 1,010 
feet. During the same period 2,211 feet of 
drifting had been done. 


NO DIVIDEND ACTION TAKEN.— 
The directors, at their meeting on May 18, 
1915, took no action on the dividend. 


Mass. Consolidated Mining Co.: LARGE 
SALE OF COPPER—It was reported 
from Boston, Mass., on May 10, 1915, that 
the company had completed the sale of the 
substantial amount of copper at better than 
21 cents per pound. 


Nevada Hills Mining Co.: PRODUC- 
TION, THREE MONTHS ENDED 
MARCH 31, 1915.—The company reports 
for the quarter ended March 31, proceeds 
of $103,265, from 17,007 tons of ore milled, 
and a net profit of $3,994. Development 
work aggregated 1,045 feet. On March 31, 
1915, the company reported net resources 
of $260,678. 


ag, Mines Co.: PRODUCTION 
(April, 1915).—During April the company 
mined ore of an estimated net value of $170,- 
577 and shipped bullion from Nipissing and 
customs ores of an estimated net value of 
$380,921. The high-grade mill treated 132 
tons and shipped 756,563 fine ounces of sil- 
ver. The low-grade mill treated 5,206 tons. 
Production for April is estimated as fol- 
lows: High-grade mill, $96,358; low-grade 
mill, $74,219; total, $170,577. 


Old Colony Copper Co.: DRILL RE- 
SUMES.—It was réported from Boston, 
Mass., on May -15, 1915, that Drill No. 34, 
after six weeks’ delay for reaming, cement- 
ing, etc., had resumed operation at a depth 
of 1,534 feet. It was anticipated that the 
Mayflower Lode would be encountered at 
a depth of about 1,750 feet. Drill No. 35 
was at a depth of 1,250 feet and making 
good progress. No. 34 drill was the most 
westerly which had yet been sunk on the 
property. It was about 1,200 feet from the 
northern boundary. 


Ray Consolidated Co Co.:. DIVI- 
DENDS TO BE RESUMED.—In the re- 
port of operations for the three months 
ended March 31, 1915, President Sherwood 
Aldrich said: “lt is proper to state that it 
is the present intention of your directors 
to resume dividerids on June 30 next.” 


Tamarack Mining Co.: EQUIPMENT 
TO BE INSTALLED.—It was reported 
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from Houghton, Mich. on May 10, 1915, 
that equipment for the regrinding plant for 
the Tamarack stamp mills was on the way 
and would be set up with all possible speed 
upon. arrival. 


Tono Belmont Development  Co.: 
EARNINGS.—Net earnings for April were 
$90,113, as compared with $88,520 in March. 


Tono Extension Mining Co.: PRO- 
POSED INCREASE OF STOCK.—The 
shareholders will vote at the annual meeting 
on May 17, 1915, on a resolution adopted by 
the directors providing for an amendment 
to Article 5 of the articles of incorporation, 
increasing the authorized capital stock from 
$1, . 000 to $2,000,000, of a par value of $1 
each. 

INCREASE OF STOCK RATIFIED.— 
The shareholders, at their annual meeting 
on May 17, 1915, ratified the resolution au- 
thorizing an increase in the capital stock 
from $1,000,000 to $2,000,000. 

Tonopah Mining Co. of Nevada: EARN- 
INGS.—Net earnings for April amounted 
3 $68,845, as compared with $70,560 in 

arch, 


United States Reduction & Refining Co.: 
APPLICATION FOR DISCHARGE OF 
RECEIVER.—On May 7, 1915, Robert E. 
McDonnell, of New York, president of the 
company, made an application to Judge 
Riner in the Federal District Court at Den- 
ver, Colo., for the discharge of the receiver 
recently appointed, asserting that the 
charges made in the application for a re- 
ceiver are false. 


Utah-Apex Mining Co.: REPORT, 
QUARTER ENDED MARCH 31, 1915.— 
The report for the quarter ended March 31 
showed gross receipts of $190,487 and net 
of $46,665. Secretary Schirmer said: “With 
the increased price of lead and the adoption 
of improved methods now under contempla- 
tion and the probabilities of the present 
work increasing our ore reserves very 
largely, the future for the property seems 
very encouraging. The bond indebtedness 
has been reduced to $49,000 and the treas- 
urer is prepared to purchase the balance 
outstanding at their face value. This ac- 
complished, the company will be free from 
debt and able to develop its properties on a 
solid basis. 
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Commerce Oil & Gas Co.: REPORTED 
CONSOLIDATION, — It was reported 
from Shreveport, La., on May 12, 1915, that 
a new oil syndicate, with a capital of $2,- 
000,000, had been formed and that this com- 
pany, with a daily production of 2,600 bar- 
rels in the Red River field, and which had 
previously been sold to E. Kirby Smith, of 

hreveport, for $250,000, was to be consoli- 
dated with the Rogers Oil & Gas Co., op- 
erating in the Caddo field. 


Export Oil Corp.: LARGE OIL SHIP- 
MENT MADE—It was reported from 
Bakersfield, Cal., on May 7, 1915, that the 
company was shipping three cargoes of 
kerosene and gasoline to an unknown pur- 
chaser “somewhere west of the Panama 
Canal,” and that the cargoes were going 
through the canal. They are paid for by 
an agency in New York. 

Gulf Pipe Line Co.: RUNS OF CRUDE 
OIL INCREASED.—It was announced on 
May 10,1915, that, effective as of that date, 
the company had increased its run of crude 
oil in Oklahoma, outside of Cushing, to 
70%, following the action of the Prairie 
Pipe Line Co. 

Magnolia Petroleum.: ANNUAL 
STATEMENT, YEAR ENDED DEC. 31, 
1914.—Net, $3,440,566; surplus after charges, 
$1,620,863. 

Mexican Petroleum Co.: RUMORED 
FIRE IN WELL.—On May 19, 1915, the 
“Wall Street Journal” said that a break in 





the company’s common stock on the New 
York Stock Exchange was accompanied by 
a rumor that the big well in the Casino dis- 
trict was afire. Representatives of the com- 
pany said that they had received no advices 
to that effect, and that if the property had 
been injured in any way that they would 
probably have been notified. 


Missouri-Kansas Oil Co.: BIG GAS 
WELL DRILLED.—It was reported from 
Shreveport, La., on May 13, 1915, that the 
company had drilled in a 10,000,000 cubic 
foot gas well, a test, about one mile south 
of Shreveport, La., at a depth of 2,460 feet, 
and was planning to bore deeper for oil. 


National Refining Co.: DIVIDEND RE- 
DUCED.—In May, 1915, the directors de- 
clared a dividend of 4% on the common 
stock, payable May 15, 1915, comparing with 
1%% last previously paid. President A. H. 
Beck was quoted as saying: “The earnings 
of the company to May | of the present year 
show considerable increase over the same 
period last year, but in view of the existing 
international conditions, the directors 
deemed it advisable to conserve our cash 
assets by not paying a larger dividend at 
this time.” 


Texas Co.: RUNS OF CRUDE OIL IN- 
CREASED.—It was announced on May 10, 
1915, that, effective as of that date, the com- 
pany had increased its runs of crude oil in 
Oklahoma, outside of Cushing, to 70%, fol- 
lowing action of the Prairie Pipe Line Co. 








THE FIRST OF A VALUABLE SERIES 


Legal Relation 
of 


Broker and Customer 


Obligations of Broker and Customer—Margins 


By WILLIAM B. DEVOE, of the New York Bar 


RECENTLY met a friend who is a 
frequent trader, and found him look- 
ing extremely mournful. On inquir- 

ing the cause of his gloom, he told me 
this distressing tale: 

“About a month ago,” said he, “I was 
carrying a hundred shares of on 
a ten-point margin. It went off a point 
or two, but I didn’t feel uneasy about it, 
when suddenly one day a Zeppelin 
dropped a bomb on it or something, and 
it went down nine points. I was out 
of town that day and didn’t see the 
evening papers. Next morning, when 
I saw the market news, I called up my 
broker right away. ‘Oh,’ he said, ‘We 
sold out your stock yesterday. You 
ought to get the notice in this morning’s 
mail.” What do you think of that for 
an outrageous, high-handed deal? Sold 
me out without a word of notice—never 
asked for more margin or anything! I 
know enough law to know a broker can’t 
do things that way, and I’m just going 
to get after that fellow and teach him a 
lesson.” 

“Wait a minute,” I replied to my 
friend. “Let us look into this thing a 
little further. How long have you been 
dealing with this broker?” 

“About two years.” 

“How many times have you traded 
during that period?” 

“Probably twenty-five.” 

“The broker sent you the usual con- 
firmation notice after each sale, didn’t 
he? Yes? Got any with you?” 

My friend produced one. At the bot- 
tom was printed: “Jt is further under- 
stood that should we advance all or part 
of the purchase money, we reserve the 
right to sell the securities at our discre- 
tion, when margins become exhausted, 
without notice to the customer.” “Were 
all the notices like this one,” I asked. “I 


suppose so,” he answered, “I never read 
the things.” 

“Well, old man,” I told him, “In that 
case, while I sympathize with you, I 
must advise you that if you start any 
suit for damages you will certainly lose. 
The courts of this State have declared 
that where there has been a long course 
of dealings between broker and customer, 
and the broker has repeatedly given 
notice, without objection by the customer, 
of the conditions upon which his account 
is carried, the customer will be deemed 
to have accepted those conditions as a 
part of the contract with the broker; 
and he cannot complain if the latter avails 
himself of the rights given him by the 
conditions in question. If this were only 
the first or second time you had dealt 
with this broker, the case would be dif- 
ferent.” 

“That certainly is news to me,” said 
my friend, “And I'll bet it would sur- 
prise a good many speculators. I wish 
I could find a statement somewhere, in 
plain language that a layman could 
understand, of just what are a spec- 
ulator’s legal relations with his broker. 
Then people like me might know where 
they stand.” 

It is my hope that this and the follow- 
ing articles may be of some assistance to 
those who are situated like my friend. 

Let us then first consider what hap- 
pens, from a legal standpoint, on an or- 
dinary purchase of securities on margin. 
You go to your broker, give him a check 
for $1,000, and tell him to buy for you 
a hundred shares of Steel at 60, which 
order he accepts. When you give that 
order and he undertakes to execute it, 
the law imposes upon each of you certain 
obligations and gives you certain rights. 

These mutual rights and duties 
naturally reflect one another—that is, 
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each duty on your part gives to your 
broker a corresponding right to enforce 
it, and vice-versa. 

A number of years ago the highest 
court of this state enumerated these ob- 
ligations very clearly and concisely, as 
follows: 


The Customer’s Obligations 


The customer is obliged (1) to pay 
the agreed margin upon the par value 
of the securities bought for him; (2) to 
keep such margin good at the agreed 
percentage; (3) to take the securities 
purchased on his order whenever required 
by the broker, and then to pay the dif- 
ference between the margin advanced 
and the amount paid for the securities 
by the broker. 


The Broker’s Obligations 


The broker is bound (1) to buy the 
stocks indicated as soon as they can be 
bought at the price named; (2) to ad- 
vance all the money required for the pur- 
chase, beyond the margin furnished by 
the customer; (3) to carry the securities 
for the benefit of the customer so long 
as the agreed margin is kept good, or 
until notice is given by either party 
that the transaction must be closed; 
(4) at all times to have in his name or 
under his control, ready for delivery, 
the securities purchased, or an equal 
amount of other shares of the same 
stock; (5) to deliver such securities to 
the customer when required by him, upon 
receipt of the money advanced by the 
broker, and his interest and commissions ; 
or (6) to-sell the securities on the cus- 
tomer’s order, and account to him for the 
proceeds of the sale, after deducting his 
own charges. 


Margins 

There are only one or two points in 
connection with the customer’s obliga- 
tions which require discussion. Some 
speculators have the idea that their mar- 
gin must be kept good at an agreed per- 
centage of the market price, as it 
fluctuates from day to day, but this is not 
correct. The par value is what measures 
the margin. If, for example, you buy 
100 shares of Steel at 60, putting up 
$1,000 as margin, your interest in the 


stock is ten per cent. of the par value 
($10,000). If Steel then goes down to 
55, your interest is reduced to $500, and 
your broker has a legal right to demand 
that you deposit with him an additional 
$500 to bring your margin up to its 
original amount. He is under no obliga- 
tion to continue to carry the stock, with- 
out additional payments by you, until the 
amount of margin originally deposited to 
your credit is wholly exhausted. 

Another erroneous impression which 
appears to be quite common among spec- 
ulators is that the broker must continue 
to carry his customer’s securities just as 
long as the customer chooses, provided 
the latter keeps his margin good. On 
the contrary the broker may, as a matter 
of law, terminate the transaction when- 
ever he sees fit, even though the margin 
is not impaired in the least. Before do- 
ing so, however, he must give his cus- 
tomer reasonable notice of his intention, 
and an opportunity to arrange with some 
other broker to take over his account. 

The broker’s duties on a “long” trans- 
action are next to be considered. Ob- 
viously the first of these is to buy the 
stock at the price fixed by the customer, 
and the broker must use proper diligence 
to secure the stock if offered at that price. 
It sometimes happens that on a given 
day the market just reaches the price 
named, and still the broker does not get 
the stock which his customer ordered, 
whereupon the latter immediately begins 
to suspect him of not properly attending 
to his business. The rule in such cases, 
however, is that if the broker was present 
when the sale was made at-the price in 
question, but was unable to buy because 
of the limited supply offered, this will 
excuse his failure ; but if he was not pres- 
ent, he must bear the loss resulting from 
having to buy it at a higher price. If, 
however, the market falls in the slightest 
degree below the price named, and still 
the broker does not obtain the stock, he 
must bear any resulting loss, whether 
he was present or not. (Campbell on 
Stockbrokers, p. 28.) 


Executions 
Another situation which sometimes 
arises was illustrated by a client who re- 
cently consulted me about what he con- 
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sidered a claim against his broker, based 
on the following: 

He gave an order to buy 50 shares of a 
certain stock at any price under 64. The 
next day the stock opened at 64, and the 
second sale which showed on the ticker 
was 300 shares at 63%. His broker re- 
ported his 50 shares as having been 
bought at 637, while my client felt that 
he should have secured it at 6354 (one- 
eighth above the second sale, being an 
odd lot). I was forced to tell him that 
he had no legal grievance. His broker 
was authorized to buy the stock at any 
price under 64, and the fact that he did 
not obtain the price at which the second 
recorded sale was made would not con- 
vict him of negligence, for it might well 
have happened tat the low price was 
only for 300 shares and not for any 
smaller amount. Moreover, even if 50 
shares were offered at that figure, in the 


confusion of an excited opening they 
might have been snapped up before his 
broker could get them. I told him 
further, however, that it was unquestion- 
ably the broker’s duty to report the pur- 
chase at the price which he actually paid 
for the stock and that if he (my client) 
suspected his broker’s good faith he could 
notify the Secretary of the Stock Ex- 
change, who would thereupon verify the 
transaction from the selling broker. The 
penalty for double-dealing of this sort is 
expulsion from the Exchange. 


Right to Pledge Customer's Stock 


In my next article I shall take up the 
right of a broker to pledge his customer's 
stock as collateral, and the remedies 
available to the customer when his broker 
violates the obligations which the law 
imposes upon him. 

(To be continued.) 
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What Some of Our Readers Say 


Return on Dollar Investment 


MAGAZINE OF WALL STREET. 

Gentlemen :—I wish to say that the dollar 
I invested in a trial subscription has paid me 
a as ae thousand per cent on one deal.— 
H. E, D. 


A Rule for Investment 


MAGAZINE OF WALL STREET. 

Gentlemen :—I have just started taking the 
MAGAZINE OF WALL Street, and find it very 
helpful. I have made a rule since starting to 


581,900 
708,200 
443,100 
671,600 
236,100 
285,600 
210,700 
194,200 
286,100 
384,300 
359,600 


161 
171 
147 
175 
137 
124 
135 
109 
130 
142 
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read your investment inquiries not to buy a 
stock until I consult yith your Department.— 
H, A. C., Utah. 


Like Literary Digest 
MaGAZINE OF WALL STREET. 

Gentlemen :—My subscription was not al- 
lowed to lapse purposely. e who is satisfied 
with a square deal should be entirely satisfied 
when he gets more. In my opinion, your 
magazine is as excellent in its line as the 
Literary Digest is in its class —W. E. R. 
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Characteristics of a Culminating Market 


Weakened Buying Power—The “Investment” Short 





By G. C. SELDEN 





(Continued from issue of May 15.) 
HERE isa sense in which “distribu- 
tion” is never completed. Big in- 
vestors rarely if ever sell all of their 
stocks. While a great many stocks are 
transferred to the willing hands of spec- 
ulators at high prices, there is always a 
great surplus of stocks left over which 
is held by banking interests and by big 
and little investors. 

For this reason there may often be 
more than one distribution before a 
serious decline appears. At a certain 
level of prices a great many stocks may 
pass from investors to speculators— 
enough so that many trained observers 
will expect a decline. But if the public 
still manifests a willingness to buy more, 
prices may again advance to a still higher 
level, where a new and larger army of 
investors are willing to sell. 

We read from time to time about the 
public taking the market out of the hands 
of the big interests and running away 
with it. it does happen that investors 
associated with leading interests are oc- 
casionally deceived as to the amount of 
public demand that is likely to develop, 
so that they sell a part of their lines 
considerably lower than they would have 
done if they had judged the situation 
accurately. This is comparatively rare, 
but it does sometimes happen. 

This does not mean, however, that 
there are not more stocks available 
for filling up the public demand when 
prices continue to rise above the level 
justified by conditions. There are always 
stocks enough to go around. In fact, 
the fundamental business of Wall Street 
is to sell stocks to the public. That is 
what stocks are for—to permit a great 
number of small investors to participate 
in the great business enterprises of the 
country by joining the corporations that 
are doing the business. 

The idea that the public—that is, mis- 
cellaneous speculators—can “run away 


with” the market for any length of time 
may be set down as erroneous. Specula- 
tive buying may prove heavier than ex- 
pected and therefore result in carrying 
prices higher than leading interests ex- 
pected them to go, but when this hap- 
pens—and it is decidedly rare—it - is 
merely a temporary phenomenon and re- 
sults in creating a dangerous condition 
of the market. 

There is some price,®of course, where 
95 per cent. of the holders of securities 
would part with their stocks or bonds. 
The higher prices are carried the greater 
the number of holders that are willing 
to let go; and when these investment 
holdings come on the market they are 
not quickly taken off again. They re- 
main as a permanent load for speculators 
to carry until prices are considerably 
lower—how much lower depends on 
conditions. 


Reduced Buying Power 


During a bull market buying power 
increases until prices are near the top. 
This is necessarily so because more and 
more investment stocks must be ab- 
sorbed as prices rise. In nine cases out 
of ten it is the speculator that moves 
prices, not the investor; hence it is the 
speculator that supplies what I have 
designated as “buying power.” 

The investor is the static element in 
the market; the speculator is the 
dynamic. The investor waits for the 
market to come to him; the speculator 
seeks to follow the market. 

As a bull market goes on rising, more 
and more speculators are attracted and 
those who were fortunate enough to get 
in at the start are usually pyramiding 
their profits. In both ways the buying 
power underneath the market is con- 
stantly increased. 

This is shown, in a broad way, by 
the increase of transactions as prices 
rise; also by the tendency of fluctuations 

















to widen. In other words the whole 
market becomes bigger as it rises. 

The increase in volumes and in activity 
usually ends when prices are near the 
top. Sometimes the distribution on the 
way up has been so heavy that the whole 
market slumps very sharply at once, 
so that the course of prices is immediately 
reversed. When Harriman, Rogers and 
Gates were active in the market, this 
sudden reversal was quite common. 
Now that prices are no longer dominated 
by one-man power and pool operations 
are much smaller than they were then, 
this phenomenon has become rare so far 
as the whole market is concerned ; but it 
is often seen in a single stock. 

For example, in the last bull market 
Amalgamated Copper sailed up to 79% 
April 22. The third session thereafter 
it sold at 793% ex-dividend % per cent., 
and the decline began from that point. 
One week later it sold at 73%, and in 
the fifth session after that it touched 
63. This sharp turn was due to the fact 
that heavy distribution had begun as 


soon as the price rose above 75, but for 
a few days the speculative buying was 
so heavy as not only to absorb all offer- 
ings but also carry the price to 79% 
with a wild hurrah. 

The behavior of Union Pacific at this 
time was more typical of normal dis- 


tribution. High points touched on the 
several short swings near the top were 
as follows: 


Here the main part of the distribution 
lasted over two weeks. In this instance, 
however, there had been some previous 
distribution at a lower level, at about 
126. 

As the period of distribution draws 
to a close, a reduction in buying power 
is noticeable. In the case of Amal- 
gamated Copper above mentioned, there 
was hardly time to note this condition 
before prices were on the downward 
swing; but in the case of Union Pacific 
the falling off in volume and activity 
on the later rallies as compared with 
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the earlier ones was very noticeable to 
the tape-reader. 

The same general principle applies to 
the market taken as a whole. For ex- 
ample, the biggest volume during the 
culmination of the bull market in April 
and May was on April 19, over 1,400,000 
shares, and on that date the average of 
50 active stocks almost touched 73. It 
was ten days later before the average 
went any higher—73.3 April 29—and 
transactions then were a little less than 
1,000,000 shares. 

This falling off in volume of trans- 
actions represented a waning of specula- 
tive enthusiasm among the speculative 
public. A few days later—May 3—the 
average showed an unmistakable down- 
ward turn, reaching the lowest point for 
eleven sessions. 

Diagnosing the culmination of a big 
speculative market such as we had at that 
time is not especially difficult. The 
difficulty comes at times when the public 
interest is smaller and the market is 
chiefly in the hands of professionals. It 
is only occasionally that the public comes 
into the market on a large scale. Most 
of the time the “intermediate swings” 
are due chiefly to professional efforts. 

In such cases the same principles apply, 
but their operation is more difficult to see. 

Doubtless it is unnecessary to add that 
no specific rules can be laid down which 
will enable the student of speculative 
fluctuations to “see the top.” Unremit- 
ting watchfulness will enable him to see 
it, within reasonable limits, in many cases, 
but he is practically certain to make mis- 
takes at times. The more he knows about 
speculation and the longer he has watched 
the markets the oftener he will be right, 
but no matter how long his experience 
he must expect to be wrong sometimes. 


Use of Stops 


The trader’s protection against heavy 
losses when he is wrong is, of course, 
the judicious use of stop orders. Dif- 
ferent operators have different ways of 
using stops, adapted to their own 
methods, but every successful trader 
must stand ready to take a loss when 
necessary without grumbling. 

There are times when a two point stop 
may be used advantageously, at other 
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times three points, and sometimes five 
points. My own opinion is that a loss 
should not be permitted to exceed five 
points unless the operator is working on 
the investment plan and is using capital 
enough behind his trades so that he does 
not expect to take a loss under any con- 
ditions, but rather to sell more as prices 
rise. Such selling is often called “in- 
vestment” short selling. There is no rea- 
son why the investment plan cannot be 
applied to the short side just the same 
as to the long side, provided the stock 
to be sold is carefully selected—just as 
it has to be carefully selected on the 
long side. 

The public, however, does not like the 
short side, and few will sell short unless 
protected by stop orders. The average 
man has the feeling that there is a bot- 
tom but no top. That is, a standard 
investment stock like Union Pacific or 
St. Paul has a definite investment value. 
It can scarcely sell at zero, in view of the 
immense tangible value behind it. But 
on the short side the trader who is con- 
sidering the highest possible price at 
which the stock could sell, finds himself- 
looking up into the ethereal blue. He 
remembers Lake Shore at 500 or more. 
Why not Union Pacific at 500, some 
time? He considers what he could have 
lost by selling Lackawanna short in the 


early periods of its history; and he soon 
reaches the conclusion that he prefers a 
stop order on the short side. 

It is certainly true that the investment 
short might find that his investment had 
turned out badly and that he had to take 
a big loss; but this is equally true of 
the investment long. Union Pacific may 
go to 500, but if so it will be a long time 
getting there and the short would have 
time to cover before then. His loss would 
be the result of his having picked out 
the wrong stock for his operations, just 
as the losers in Missouri Pacific or Rock 
Island picked out the wrong stock on 
the long side. The man who sold 
Bethlehem Steel short, with earnings 
running about 30 per cent. a year, would 
have been badly punished for his temerity 
and poor judgment. But all investment 
operations, whether on the short side or 
the long, must be based on sound judg- 
ment to be successful. 

On the whole I do not see any serious 
objections to investment operations on 
the short side. I doubt if they are really 
any more dangerous than investments 
on the long side. But there is this dif- 
ference—that the short is nearly always 
more timid than the long and hence 
more likely to take an unnecessary loss. 


(To be continued.) 





Technical and Miscellaneous Inquiries 


int can be 
Ss. 


Charts Needed by the Trader 


Am keeping daily and weekly charts, price 
and volume, of the stocks given below to 
ascertain the trend of the market and also 
the strength or weakness of each individual 
stock. . 5 

Would you advise leaving out any stocks 
on this list as unnecessary or would it be 
of advantage to include some others, or 
more? 

The stocks are: Times Average of 50 
Stocks—Amal. Copper, Am. Smelting, Am. 
Can., Anaconda, Beth. Steel, Central Lea- 
ther, St. Paul, Chino, Erie, Lehigh Valley, 
N. Y. Central, Northern Pacific, Reading, 
Southern Pacific, Southern Railway, Union 
’ Pacific, U. S. Steel, Utah Copper. 

Do you consider it worth while to keep 
only weekly charts, price and volumes, of 
less active stocks, to ascertain their main 
turning points of long yearly swings; that 


is, do you believe the turning 
determined by such a chart?— 

In regard to your selection of stocks 
to be charted individually, this is largely 
a matter of personal preference. The stocks 
you have selected are leaders, and you have 
enough of them to give you a good general 
idea of the condition of the market. If you 
are especially interested ia any stock, you 
would naturally wish to keep a record of it. 

Bethlehem Steel has now become so er- 
ratic, that we see no particular use in keep- 
ing a chart of it, unless you wish to trade 
in it. You will also find that low-priced 
stocks like Erie and Southern Railway do 
not shed much light on the market as a 
whole. Fluctuations are so narrow that 
they do not help you as much as the 
medium--priced stocks. If, however, you 
wish to trade in these stocks, you would 
naturally want a chart 6n them. 

It does not strike us that weekly charts 
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of individual stocks, without daily charts, 
would be of much assistance. We think you 
will find that you need to watch the market 
more closely than that in order to get the 
best results. For the long yearly swings, a 
weekly chart of the fifty stock average 
would, we think, give you everything that 
you could get from weekly charts of indivi- 
dual stock. 


Dullness on a Rally 


I would like a little advice on the last 
trade I made Monday, April 10, at 2 p. m., 
in Steel. Steel had jumped from 48% to 
51% and stayed up there for an hour and 
a half, with but comparatively few transac- 
tions. I read that stock as a sale because 
of its dullness on the bulge and sold short 
and of course had to take a loss Tuesday 
at the opening. Could you kindly tell me 
where I was in error?—J. G. 

Your mistake was in not taking a broad 
enough view of the market. Dullness on 
an advance is a bearish argument, but its 
importance depends to a great extent on 
the general position of the market broadly 
considered. 

At 48%, Steel common had had a tremen- 
dous decline, and the quick jump upward 
from the bottom showed that the suppl 
of stock at the moment was very a. 
When activity fell off immediately after this 
rally, it was dullness on a ae | rally, but 
it was also dullness after a big break. 

Your trouble undoubtedly is that you give 
too much weight to the appearance of the 
market at the moment, and not enough 
weight to its behavior over a period of days 
or weeks. 


Volumes and Accumulation in Mo. Pac. 


Does not the large daily volume in Mis- 
souri Pacific the past week or so within a 
small range—all this during the last part of 
the long, narrow and winding accumulation 
process—indicate the beginning of a good- 
sized move upward pretty soon? Yet the 
stock has not participated in the general 
bull market. Is it not possible that Mo. 
P. may be run up in order to facilitate 
profit taking in the usual leaders? What 
significance can be attached to large vol- 
umes during the last part of the accumula- 
tion range of that stock, in view of the pres- 
ent bull market? There is talk about the 
financing of Mo. P., which seems to confirm 
my reasoning.—M. L. 

In regard to the recent action of Missouri 
Pacific, there was evidently accumulation of 
this stock at the time that the Goulds 
abandoned control and Kuhn-Loeb inter- 
ests became dominant in the property. The 
stock then advanced from 6% to 15, partly 


on covering of shorts but partly on buying 
by investors who believed in the new man- 
agement and its ability to produce results. ~ 

Recently the stock has advanced from 
10% to 16% and during the latter half of the 
rise the volume of transactions has been 
large. We are inclined to doubt if this is 
anything more than miscellaneous specula- 
tion in sympathy with the strength of the 
general market. We imagine that Missouri 
Pacific will be a popular medium of specula- 
tion for a long time to come. The property 
has great possibilities, but it looks as 
though a considerable time would be neces- 
sary before its salvation can be worked out. 


Keeping Graphic Charts 


C. B.—Almost any kind of paper will an- 
swer for making charts, provided it is ruled 
both ways. We generally use paper 14 x 
8% inches in size, and ruled one-eighth inch 
apart both ways. You can get this paper 
from any good stationer, as it is in very 
general use. 

We do not think logarithmic ruled paper 
is of any advantage in making financial 
graphics. It is a good plan to use this paper 
in charting the receipts or profits of a busi- 
ness, because you naturally desire that your 
business chew keep growing a certain per 
cent. each year on the previous year. That 
is, you would not be satisfied to have your 
business increase $5,000 a year over a period 
of a dozen years. When the business 
doubled, you would expect the increase to 
double also. For that reason, logarithmic 
ruled paper gives rather a better idea of the 
progress of your business. 

We do not as yet see any additional 
graphics that can be kept to advantage in 
connection with the new Federal Reserve 
Bank system. It will, as you say, modify 
the old banking graphics somewhat, but 
after a year or two, we shall be able to get 
a line on the new conditions. 

The best graphics for enabling you to 
forecast the probable movement of the stock 
market are excess deposits of New York 
banks (with reservation that the new bank- 
ing system has affected this chart), the in- 
terest rate on commercial paper, bond prices 
and Bradstreet’s commodity prices. 


The Short Pays the Dividends 


L. T.—You were properly charged with 
the dividend on Reading, as you were short 
at the time when it sold ex-dividend on the 
Exchange. The price of the stock was re- 
duced by the two points dividend on that 
date; consequently the dividend is properly 
charged against you. 
































War’s Effect on World Cotton Supply 





By C. T. REVERE 





OT since July 31, 1914, has any de- 
velopment been so momentous 
with respect to cotton as the en- 

trance of Italy into the conflict. If the 
action of this country should be adopted 
by the Balkan neutrals and if a policy 
of aloofness from Germany should be 
assumed by Holland and the Scandina- 
vian countries, the bearing on the statisti- 
cal position of cotton next season 
would be most pronounced. 

Naturally no calculation of future 
supplies of cotton can be made without 
an assumption as to the size of next sea- 
son’s crop. An analysis of existing con- 
ditions and their application to the fu- 
ture, therefore, would involve a certain 
amount of conjecture. 

This season’s exports have been far 
in excess of any estimate made early in 
the season. None of the cotton prophets 
as late as last December dared to ven- 
ture a guess that shipments to foreign 
countries for the current season would 
be more than 5,000,000 bales. Already 
the clearances have approximated 7,700,- 
000 bales. It is considered probable 
that the total will reach and probably 
surpass 8,000,000 bales. 

Many well informed cotton men, 
however, do not believe that history will 
repeat itself in the matter of exports 
next season. They argue that Germany 
and Austria will find it exceedingly dif- 
ficult to obtain supplies of raw cotton, 
and it is thought that these countries 
this season have received more than 
1,200,000 bales thus far. A great deal 
of cotton has been shipped to Gothen- 
berg, Rotterdam and Genoa with the 
hope of re-exporting this to the Ger- 
manic Allies. So far as Italy is con- 
cerned there does not seem to be any 
likelihood that the 300,000 bales at 
Genoa supposed to be held for German 
account will ever reach its original des- 
tination. 

It is impossible to tell how much 
American cotton Germany and Austria 
have received. Certain straws, however, 
show the drift of the wind. For ex- 


ample, Germany and Austria for the six 


months from October 1, 1913, to March 
31, 1914, imported 99,272 bales of Egyp- 
tian cotton. For the corresponding 
period of 1914-15, while the war has 
been in progress, there were no impor- 
tations of Egyptian cotton by these coun- 
tries. On the other hand, there was an 
increase of 99,524 bales in the imports 
of Egyptian cotton into Italy and 
Switzerland for this period compared 
with the same period of the previous 
season. 

Mr. Arthur R. Marsh remarks in the 
Market World and Chronicle: “Un- 
questionably the excess Italian and 
Swiss imports this season have gone 
into Germany and Austria, so that the 
supply of Egyptian cotton into the two 
countries has been even greater this sea- 
son than last year. Similarly the great 
leap in the imports of American cotton 
into Italy, Switzerland, Holland and the 
Scandinavian countries, which has been 
so striking a phenomenon since the war 
broke out, simply means that by hook or 
by crook the Teutonic allies have man- 
aged to replenish their stocks of raw 
cotton as rapidly as necessary, and it is 
not surprising that reports from the 
German spinning interests indicate suf- 
cient supplies of cotton to enable the 
mills to run for several months to come.” 

With Italy’s participation in the war, 
importations not only of Egyptian cot- 
ton, but American cotton for the purpose 
of re-sale to Germany will cease. There 
are at present at Genoa 489,000 bales of 
cotton compared with 35,000 at the same 
time last year. Most of this cotton 
which was bought for German account 
will be held in Italy and will go far tow- 
ard fortifying Italy against her require- 
ments next season. 

It would not be at all surprising if the 
stocks at Gothenberg and Rotterdam ran 
up to astoundingly large figures. Con- 
tinental European stocks are 1,228,000 
bales against 956,000 bales last year and 
802,000 two years ago. So far as is 
known, this statistical compilation does 
not take into account the supplies at 
Rotterdam and Gothenberg. It is not 

















improbable, therefore, that total stocks 
at European continental points are some- 
where in the neighborhood of 1,500,000 
bales. 

The total stock of cotton, all kinds, at 
Liverpool, London and Manchester is 
1,754,000 bales against 1,159,000 bales 
at this time last season. Out of this to- 
tal the amount of American cotton is 
placed at 1,397,000 bales against 881,000 
last year. This enormous stock of cot- 
ton in Great Britain is partially ex- 
plained by the re-sale to Liverpool mer- 
chants of about 300,000 bales which 
were seized by British warships. These 
cargoes were on their way to neutral 
and German ports, but were taken over 
on the assumption that the ultimate des- 
tination of the ships was Germany. 


At intervals during May the Liver- 
pool market has reflected the pressure 
of seized cotton. At times it has come 
unexpectedly and prices have broken 
sharply. These confiscations have been 
offered by the Government in big lots on 
a basis considerably below that at which 
English cotton merchants have been able 
to make importations. Moreover, it is 
considered doubtful if hedge sales have 
been effected against the total of the 
seizures. One morning the sale of 
40,000 bales in the narrow Liverpool 
market broke prices fully twenty Ameri- 
can points below a parity with the New 
York closing. This feature, of course, 
has nothing to do with the general situ- 
ation and merely serves as an explana- 
tion for the spasmodic weakness in 
Liverpool at times in the last few weeks. 

At any rate the seizure of approxi- 
mately 300,000 bales by Great Britain 
indicates the policy of the Entente 
toward cotton shipments to the Germanic 
Alliance. Unless some modification of 
this blockade is devised the iron ring 
around Germany and Austria will be 
tighter than ever when the new cotton 
season begins. Total shipments of Egyp- 
tian and American cotton during the 
present season, which shipments were 
intended for Germany and Austria, 
probably amount to at least 2,000,000 
bales. It is true that probably not more 
than 1,200,000 bales of this cotton has 
reached its destination, but the supplies 
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are in Europe or on their way there, 
and so far as having found a buyer is 
concerned, they might just as well never 
have left the South. The pressure of 
the old crop, it is true, has been lifted 
from the grower to the extent of these 
shipments, but the bears, quite logically, 
it would seem, argue that these accumu- 
lations in Great Britain, Italy and else- 
where will cut down new crop exports 
to a proportionate extent. 

Stocks of cotton in Europe, all kinds, 
not yet in the hands of spinners, amount 
to 2,982,000 bales, without making al- 
lowance for a possible accumulation of 
275,000 bales in Sweden, Holland and 
Denmark. If this allowance is made, 
total European stocks may be placed at 
about 3,250,000 bales. Even this does 
not tell the whole story, for considerable 
is afloat for Europe. The items include 
106,000 bales of India cotton, 652,000 
American, 31,000 Egyptian, Brazilian, 
etc. This makes a total of 4,044,000 
bales, compared with 2,736,000 bales at 
the same time last year. 


This truly colossal accumulation, 
larger than any aggregate in the history 
of the cotton trade, must be used by 
Great Britain, France, Italy, Russia and 
neutral countries with the exception of 
the stocks now held at Bremen and 
Hamburg, which are estimated at a to- 
tal of 367,000 bales. 

In other words, Europe now has the 
largest amount of cotton in its history 
and two of the largest consuming coun- 
tries are restricted to an absorption of 
367,000 bales with the exception of such 
shipments as may be smuggled through 
from Holland, Denmark and the Scan- 
dinavian countries. Moreover, it is as- 
sumed that the consumption of cotton 
will be restricted to a certain extent by 
the fact that all these countries, except 
the smaller neutrals, are at war. 

The above exhibits constitute the facts 
and the figures in the European situa- 
tion with the sole exception that the al- 
lowance for accumulation through Rot- 
terdam and Gothenberg may be subject 
to upward or downward revision. They 
certainly speak for themselves. 

Bears are making their deductions, 
and the bulls are doing the same. It 
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seems reasonable to assume, however, 
that several European countries have 
imported a great deal of cotton, which 
they did not intend to consume within 
their own borders. This is particularly 
true of Italy, Holland and Sweden. The 
stock of cotton in Great Britain has been 
fortuitously increased as a result of 
seizures. 

It will be interesting to observe how 
the situation will be worked out. Un- 
questionably the world is using up or 
destroying an enormous amount of cot- 
ton in one form or another. The mere 
fact that purchases of goods are not be- 
ing freely made does not mean that the 
supply is not being absorbed. Clothing 
is being worn out as never before in the 
history of the world. The peasants in 
the trenches along the Eastern and 
Western battle fronts are wearing out 
more garments in six months than they 
ordinarily wear out in twelve years. The 
millions of bales (and the writer speaks 
with strong personal conviction) that 
are being converted into smokeless pow- 
der are utterly destroyed so far as fu- 
ture use is concerned. 

To the student who justly views cot- 
ton as a world commodity it seems in- 
conceivable that neutral countries far 
removed from the scene of conflict 
should continue to buy as sparingly as 
they are doing at present. The pur- 
chasing power of the Latin-American 
countries, however, has been greatly re- 
duced by unfavorable financial and 


economic conditions. Chinese buying is 
on a normal scale, but is not sufficient 
materially to alter the situation. 

The advent of peace before the new 
crop begins to move would remove some 
of the depressing factors. There is good 
reason to doubt, however, that the ces- 
sation of hostilities would bring imme- 
diate buoyancy to the cotton trade. 
Other necessities are likely to prove 
more urgent. 

One surprise furnished by the present 
season has been the moderate consump- 
tion by American mills. There was good 
reason to believe that consumption 
would be on a record scale. It may still 
prove to be, although for the nine 
months ending with April 30, the con- 
sumption by American mills was only 
4,091,000 bales against 4,264,000 last 
year. . The deficit may be made up dur- 
ing May, June and July. Such a show- 
ing, however, would not come up to ex- 
pectations formed early in the season 
when it was hoped that a tremendous 
stimulus would be given to American 
cotton manufacturers in our renewed 
effort to obtain foreign trade. 

The future promises to be big with 
surprises. At the moment, however, the 
one outstanding feature is represented 
by the fact that Europe has the largest 
stock of cotton on record and that the 
consumption of these supplies leaves al- 
most entirely out of consideration two 
of the most important consuming coun- 
tries. 





The Outlook for Whee 


American Crop Prospects—Conditions in Europe 








By | P. S. KRECKER 


T is unfortunate that so little reliance 
can be placed on the reports of pri- 
vate crop experts. Their function in 

the wheat trade is that of scouts. They 


make preliminary surveys of the field and 
warn the public of the first signs of dan- 
ger from hostile elements. As such their 
value is recognized, but only after it has 
been duly discounted. 


The big question agitating the wheat 
trade just now is how much importance 
should be attached to the messages re- 
cently received from the front in Kansas 
and Missouri reporting serious insect 
damage to the new crop. The raising of 
this question gives exceptional signifi- 
cance to the forthcoming Government 
crop report. That exhibit is the biggest 





























_ THE OUTLOOK FOR WHEAT 





205 





coming event on the calendar of the com- 
modity markets, and for the moment 
promises to overshadow developments in 
the international situation. It will go far 
towards confirming or contradicting the 
alarming news from the field, and until it 
makes its appearance, caution will govern 
the market operations of the conservative 
trader. 

While this important report is pending 
it is likely that skepticism will temper the 
reception of crop damage advices. The 
trade has not forgotten that last season, 
only a few brief weeks before the Ameri- 
can farmer harvested the most prodigious 
wheat crop ever grown, alarmists bur- 
dened the wires with startling reports of 
serious insect damage and had the crop 
virtually ruined. 

While the natural tendency is to be 
skeptical of alarmist reports, it is true 
that new wheat is now entering the most 
critical period of its life. The next 60 
days will make or mar the crop. Winter 
wheat reaches its fruition in June, while 
spring wheat will not pass the crisis until 
late in July. The market, therefore, is 
entering into what may be described as 
a transition stage. The old crop, notable 
for its record total harvested at the high- 
est prices in a decade, is passing into his- 
tory ; the new crop is still in the making. 
The war, with its dynamic possibilities, is 
a factor which sets at naught precedents 
hitherto regarded as safe guides for hu- 
man jiidgment. 

Peering into the future, there is no rea- 
son to believe that there will be any ma- 
terial rise in prices for the present unless 
the new crop has been hurt more severely 
than private estimates would indicate. 
Even if the winter wheat yield fails to 
maintain its early promise — already 
somewhat dimmed, it must be admitted— 
it undoubtedly will be large, even for 
these days of big crops, and its weight 
inevitably must press upon the markets 
temporarily. But loking farther ahead, 
it is difficult to picture anything but rela- 
tively high values for the world’s chief 
food commodity. For, whatever the 


yield, the world will need all of it. 
The European maelstrom is madder 





than ever. Some of the Continent’s most 
fruitful wheat fields, long since devasted 
by the engines of war, are still feeling the 
tread of great armies and their plow- 
shares are idle. For all that they will con- 
tribute to the world’s wheat crop they 
might as well be barren deserts. North- 
ern France, naturally a prolific wheat 
belt, is a vast battlefield. Poland, the 
winter wheat belt of Russia, also is sur- 
rendered to hostile armies. Instead of 
diminishing, Europe’s armies are grow- 
ing, and soldiers, non-producers that they 
are, must be fed. Thus the condition is 
one of diminishing production and in- 
creasing needs. 

War is wasteful, and nowhere is this 
waste more apparent than in the kitchens 
of huge armies. It takes more wheat to 
feed millions of armed men than is re- 
quired to feed the same number of men 
engaged in peaceful labors. Entrance of 
Italy into the arena of battle may hasten 
the ultimate end of the war, but the im- 
mediate effect must be to accentuate 
rather than to alleviate the food strin- 
gency of Europe. 

It is true that the Allies are hammering 
at the gates of the Dardanelles and proba- 
bly will batter them down, but confident 
prophecy that this event will be followed 
by a flood of Russian wheat upon the 
markets may prove empty. On the con- 
trary, it is possible that Russia, her own 
new crop seriously short, may need all 
of her reserves and that the boasted Rus- 
sian surplus does not exist. If it has not 
been absorbed already by government 
ukase, there is reason to expect that it 
will be. 

To be sure, the war may end soon, but 
such an auspicious event would scarcely 
be immediately followed by an era of 
lower prices. History has proved with 
axiomatic certainty that it takes long 
years of peace to repair the waste done 
in brief months of war. This truth ap- 
plies to food crops no less than to indus- 
try and commerce. Statistics show that 
every great war has been followed by an 
era of high prices in wheat. Why should 
it be expected that this, greatest of all 
wars, is to be an exception to the rule? 
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Before You Act— 


Every dollar you have accumu- 
lated represents time, labor, and 
worry. In investing this money 
to earn more money—for which 
money is intended—you should 
carefully guard it from every 
risk, Intelligent analyses of se- 
curity values does that for you. 
Since The Financial World has 
been established it has aided 
over 100,000 investors by its 
candid advice to select sound in- 
vestments and legitimate specu- 
lative opportunities. 

As a subscriber this service is at 
your command as often as it is 
needed. 


Look It Up 


In each issue of The Financial 
World you will find unbiased, 
unprejudiced and “uncollared” 
opinions regarding all the prom- 
inent and active 

Railroad 

Industrial 

Municipal 

Public Utility 

Oil 

Mining 

and Outside 
bonds and stocks. Every issue 
aims to help investors and specu- 
lators to acquire a better knowl- 
edge regarding securities before 
they are purchased or disposed of. 


We have published a brochure 
by Mr. Louis Guenther, our edi- 
tor, on intelligent investment 
buying, entitled 


“Knowledge, 

The Trustee of Your Money” 
We shall be pleased to send you 
it, as well as our opinion on one 
investment you wish to inquire 
about. We shall also send you 
a copy of The Financial World. 
You can then judge the value of 
our publication, as well as our 
advice service, conducted exclu- 
sively for the benefit of our 
subscribers. 


The Financial World 


18 Broadway 


New York 











Profitable Reading 


These Four Books Have Earned a Place in 
Your Investment Library 


What an Investor 


Ought to Know. By Frederick Lownhaupt. 


Cloth 


bound, 160 pp., $1.06 delivered ; an explanation of the basic principles of bond 
investment that will clear much uncertainty from the investors’ minds. 


Investing for Profit. By G. C. Selden. Cloth bound, 170 pp., with dia- 





grams, $1.06 delivered; showing how investments in stocks and bonds can be 
made to return reasonable profits, as well as interest. 

Fourteen Methods of ing in the Stock Market. Leather bound, 
pocket size, 160 pp., with diagrams, $1.04 delivered, which is “short” on theory 
and “long” on experience, giving the tried and tested methods used by vari- 
ous experts in their market operations. 

Studies in Tape Reading. By Richard D. Wyckoff. Leather bound, 192 
pp., $3.06 delivered; an explanation of the methods employed by scientific 
tape in judging the stock market. 


Inf “u 
Mertion what agagntten an Haenee ae went and we ut 
Address Dept. B 


THE MAGAZINE OF WALL STREET 


42 Broadway New York City 





Kindly mention THE MAGAZINE OF WALL STREET when writing advertisers. 








